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PREFACE 


This book provides a core reading on the ‘Economy of 
Orissa’. Itis a compilation of papers on the economies 
problems of Orissa, presented to the Post-Graduate 
Economics Seminar, Ravenshaw College, from time to time 
by senior teachers, researchers and specialists working in 
various departments connected with the economic develop- 
ment of the State. An attempt has been made to compress 
into a single volume a few important problems of the 
economy cof Orissa. Their division into five oditferent 
sections-Population and Agriculture, Industrial Development, 
Transport and Banking, State Finances, and Trade — bring 
into sharp focus the specific problems in these areas of the 
State. 


It is now increasingly evicent that in a State like 
that of our own, the thrust of development should be first in 
agriculture followed by industry and other crucial sectors of 
the economy. But a mere strategy of growth divorced from 
social justice is no answer to the formidable challenges of 
poverty. The key to break the vicious circle of poverty lios 
in a radical shift of emphasis on the poorest sections of the 
society, enlargement of employment opportunities, egalitarian 
measures and vast institutional reforms woven into the fabric 
of the society asa ‘part of the new developmental ethos, 
This new approach has pervaded the analytical framework of 
the essays incorporated in this volume. 


This compilation is an humble attempt to fill up a 
long-standing void in regard to the study of the economy of 
Orissa. Whiie the literature on the economic problems of 
india has proliferated over the years, the regional studies, 
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such as that of our own State, have been sadly lacking. This 
is ali the more unfortunate, since the regional! studies alone 
give the correct perspective to the problem of acceleration of 
the process of development. 


A The students reading Economics in our State at the 
B. A, (Pass and Honours) levels have to study the economic 
problems of India in a complete paper. The prescribed course 
is not meaningful without a basic study of the economy .of 
Orissa. inclusion of the latter in the syllabus, as was the 
case in the past, puts both the students and teachers into 
difficulty due to non-availability of a book .on the subject. 
This difficulty, it is hoped, can now be overcome with the 
help of this book. The teachers of the Department of 
Economics, Ravenshaw College, would consider their labour 
as fruit.-bearing, if this volume helps the students. at the 
undergraduate stage to have a broad idea about the basic 
economic problems of the State, apart from stimulating a 
wider communication of ideas on this vital area of study 
among teachers, researchers and informed public at large, 


It has not been possible for us to include in this book 
many valuab!e papers relating to the economy of Orissa, 
written by teachers and others, for want of funds, We have 
in mind the publication ofa bigger volume containing all 
these papers, when we get a generous grant for the purpose. 


! express my gratitude to the contributors of the 
papers and also my colleagues in the Department of Econo- 
mics, Ravenshaw College, for their invaluable assistance to 
me in editing this book — 


3 Oth June, 1980 Khetramohan Patnaik 
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CHAPTER | 


THE POPULATION PROBLEM 
IN ORISSA 


A perspective on human resources is vital from the 
point of view of economic and social welfare. The very 
rapid increase in the population of India in genera! and Orissa, 
in particular, during the last three decades has once again 
brought us to the surface of the Malthusian trap. There is 
widespread fear that economic advancement will be 
thwarted by excessive population pressure, unless 
acceptable means are found for checking the population 
growth. tt.is. in this context that a scientific study of the 
entire gamut-. of demographic relationships along with 
economic variables assumes added urgency and significance. 


The -present study. is an attempt to review the 


demographic ‘trends of Orissa in the light of their effects on 
the economic development of the State and to suggest 


and identify ‘areas‘of action .designed to offset the growing 
trend of population. 


Size and growth rate of population in Orissa 


As in the case of the country as a whole, so also in our 
state, the years 1921 to 1951 marked the turning points in 
the trend of population growth. It was after 1921, the growth 
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rate assumed a steady course and ‘in the decades following 
1951, it was remarkably high. Thus the population of Orissa 
rose from 10.30 million during 1901 to 21,94 million within a 
span of seven decades. The estimated population in 1978-79 
is 26 million. The decade 1911-1921 registered a sharp 
‘decline in population—a phenomenon which was not 
experienced in any other decade. The effects of the first 
world war, the unprecedented floods and a host of other 
natural calamities contributed to this trend. In contrast, 
1921-1941 was a period of comparative prosperity, a period 


Table-1 
GROWTH OF POPULATION IN ORISSA 


Year Population Net change of Growth rate of 


of Orissa population population 
during the during the decade 
decade (per cent) 

1 2 3 4 
1901 10,302,917 — — 
1911 11,378,875 + 1,075,958 410.44 
1921 11,158,586 —- 220,289 - 1.94 
1931 12,491,056 + 1,332,470 + 11-94 
1941 13,767,988 4 1,276,932 4 10:22 
1951 14,645,946 4+ 877.958 4 538 
1961 17,548,846 + 2,902,900 +1982 
1971 21,944,615 44,395,769 + 25°05 


Source : Census Reports, 1971. 


marked by the —carving out of Orissa as a separate state 
followed by a modest beginning in _ Mining, .industrialization 
and public health measures. The growth rate fel! to 6.38 per 
cent during the decade 1941-51 from 11 per cent which was 
the decennial average of the previous«wo decades. 
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The period from 1951 onwards was one of unpre- 
cedented growth in the State asin the rest of the country. 
As a result of medical and public health measures with the 
beginning of efforts at planned economic development, there 
was a spurt of population growth in Orissa during the decade 
1951-61 with a net addition of 2.9 million. In the last 
decade, the growth rate accelerated from 19.82 per cent in 
1961 to-25.05 per cent in 1 971, the net increase of popula- 
tion being of the order of 4-4 million which it; the highest 
registered in any decade so far. 


The growth rate of our population depends largely 
on the birth rate and the death rate. The birth rate in the 
State as in the country as a whole has remained high with 
only a slight fluctuation in 1921, while the death rate which 
remained consistently high till 1921 began to decelerate 
steadily thereafter. How does the growth rate of population 
in the State fit into the all-India pattern ? While during the 
period from 1901-1931, the average growth rate was higher 
than the all-India aveyage, the rate has fallen behind atll-india 
rate up to 1961. In the decade preceding 1971, while the 
all-India growth rate was computed at 24-80 per cent, the 
growth rate in Orissa was 25,05 per cent. The annual! 
average or the arithmetic growth rate of population in our 
state is 2.5 per cent as against the all-India figure of 2.48 
per cent. 


Table—2 
BIRTH AND DEATH RATES PER 1000 IN ORISSA 
Year Birth rate ~ Death rate 
1960 20 22.9 
1968 39.0 15.5 
1969 38.3 17.3 
1970 8.1 16.4 
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1971 34.6 15.5 
1972 34.5 20-0 
1973 34.9 18.2 
1974 33.6 15.8 
1975 33-5 17.9 


Source : '‘A protrait of population’’, Orissa 
According to the data available, the birth rate in 
Orissa which was 40 per thousand in 1960 came down to 
33.5 in 1975. The death rate which was 22.9 per thousand 
in 1960 fell to 17.9 in 1975. The rising growth rate of our 
State, as of the country as a whole, is the result of a conti- 
nuous divergence between the birth rate and the death rate. 
If this trend is sustained till the end of the century, Orissa 
will end up with a population of 44 million by 2000 A. D. 


Growth rate in the districts : 


It is interesting to study the demographic growth 
pattern of the districts to find out if there is any meaningful 
growth differential. During the first half of the century, the 
growth rate in the state as a whole was 42-15 per cent per 
decade which works out to an annual average of 0,84 per cent. 
As against this comparatively low growth rate of 42.15 per 
cent per decade the growth rate recorded in as many as 
seven districts was in the range of 65 and 106 per cent. 
Keonjhar and Bolangir shared the highest growth rate, i.e., 
105.92 per cent and 105.5 per cent per decade respectively. 
Sundargarh, Koraput, Kalahandi, Mayurbhanj and Sambalpur 
followed closely with a growth rate 99.23, 82.99, 79.38, 
68.55 and 64,94 per cent per decade respectively. As against 
these districts which shared a spectacular growth rate, the 
‘coastal districts of Cuttack-and Puri were on the other end of 
the spectrum with a growth rate of 14.64 & 18.56 per decade 
respectively. The district of Balasore shared a negative growth 
rate of 2-99 per cent. Such a downward trend is attributed 
to repeated occurance of flood and drought, the consequent 
agricultural distress and migration to the’ neighbouring states, 

° ”~ 


Digitized by srujanika@gmail.com 


The Population Problem in Orissa 5 


In the second half of the century, a noticeable change 
in the pattern is discernible. Except Balangir and Mayur- 
bhanj, all the districts added more people between 1951-71 
than what they had done in the five decades preceding it. The 
growth rate of population in the districts is given in Table-3. 

During this period, the state average was 25.05 per cent, 
but as in evident from Table 3, the districts like Sundargarh, 
Koraput; Balasore, Keonjhar, Dhenkanal and Puri, recorded a 


Table — 3 

GROWTH RATE OF THE POPULATION IN THE DISTRICTS 

District Growth rate oo during 
Sundargarh 35.87 
Koraput 30.89 
Balasore 29.28 
Keonjhar 28.55 
Dhenkanal. 26.04 
Puri 25.51 
Cuttack 24.96 
Kalahandi 2292 
Ganjam 22.50 
Sambalpur 22.29 
Boudh-Phulbani 20.85 
Mayurbhanj 19.12 
Bolangir 18.24 


Source :-—“A portrait of population”, Orissa 
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a growth rate higher than the state average, Atl these 
districts have experienced a spel! of modernisation on a limited 
scale with the building up of the Hirakud irrigation power 
project at Sambalpur, Machakund hydro electric project and 
the Aeroengin factory at Sunabeda in the Koraput district. 
Similarly, the Steel Plant at Rourkela and the Therma! complex 
at Talcher, contributed to rise of the population of the 
Sundargarh and Dhenkanal districts. 


Density of population in the State 


According to the 1971 census, the density of popula- 
tion in the country as a whole is 178 persons per square 
Kilometre. The density of population per square kilometre 
in Orissa is 141. The density of population has been steadily 
increasit:g since 1951. Thus within a span of seven decades 
the density has doubled itself. Among the districts, Cuttack, 
is the most populous district and at the same time has the 
highest density. Similarly, Boudh-Phuibani is the least 
populous with the lowest density. The state may be divided 
into two Zones-one lying in the coastal tract with a density 
range of 160 to 350 while the other lying in the hilly tracts has 
a density range of 100-1£0. There is some correlation between 
density and industrialization as is evident in the rise of density 
of some districts like Sundargarh and Dhenka al over the 
years. One may make a differentiation in density in terms of 
geographical area and cultivable area Districts like Cuttack, 
Puri, Balasore, Ganjam and Balangir have high density, both 
in terms of geographical area and the cultivable area, In 
districts like Keonjhar, the density by the cultivable area is on 
the high side, white the de-sity in terms of geographical area 
is negligible. 


Population and Urbanization 


The population of Orissa is overwhelmingly rural. 
Atkout 92 percent of the population live in villages. only 8 per 
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cent live in the urban areas, The all-India average of urban 
population is 19-91, according to the 1971 Census. Maha- 
rastra tops the list among the states with a high degree of 
urbanization at 31.17 per cent, followed by Tamil Nadu and 
Gujarat which have corresponding figures of 30.26 per cent 
and 28.08 per cent respectively, in 1951, the percentage of 
urban population to total population in Orissa was only 4.06 
per cent It rose to 6.32 .in 1961 and 8.41 in 1971 in our 
State. The rate of growth recorded in urbanization in Orissa 
from 1951.61 is higher than the corresponding rate for the 
countiy. However, in the succeeding decade i, e., 1361-71, 
a two percent rate was experienced both in the state and 
the country, To-day in our State, there are about 1.8 million 
people in the ucban areas spread over 81 urban centres, 


Table— 4 
PERCENTAGE OF URBAN POPULATION 


Country/State Percentage of urban population to total 
population 
1951 1961 1971 
India 17.30 17.98 19.91 
Orissa 4.06 6.32 841 


Source ; “‘A protrait of population”, Orissa. 


The differential in the degre2 of urbanization in tha 
districts is considerable. Between 1961-1971, there was a 
spurt in the urban population of Sundargarh from 17.9 per 
centin 1961 to 23.3 per cent in 1971. Sambalpur has an 
urban population of 12 per cent. The district of Ganjam 
and Puri have an urban population higher than the state 
average (8.41). Districts whose prortion. of urban population 


is on a par with the state average are Koraput and Cuttack. 
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The districtwise distribution of towns with the degree of 
urbanization in 1961 .and 1971 is shown in Table-5. 

If a functional classification of towns is attempted, 
the towns of Orissa may be divided into three categories 
such as mono-functional, bi-functional and multi-functional, 
While Rourkela and Paradip with industry or transport as 
their base may be called mono-functional, towns like Berha- 
mpur and Cuttack are bi-functional with trade and Commerce. 
Towns like Sambalpur, Balasore, and Rayagada are multi- 
functional in character with multi-farious centres of activity. 
However, no set pattern is discernible showing any relation- 
ship between specific functional character and their rate of 
growth. 

Teble—5 
EXTENT OF URBANIZATION IN ORISSA 


Percentage of urban 


Number of : 
State/District towns in Orissa i 
1971 1961 1971 1961 

Orissa 81 62 8.4 6.3 
Sambalpur il 7 12.0 7.6 
Sundargarh 5 4 23.3 17.9 
Keonjhar 4 2 7.0 4.3 
Mayurbhanj 2 2 2.8 2.4 
Balasore 4 5 5.5 6.5 
Cuttack 8 7 8,0 6.8 
Dhenkanal 4 4 4.0 4.6 
Boudh-Khandamala 2 1 3.1 1.2 
Balangir 6 5 6.9 4.6 
Kalahandi 5 3 4.9 3.0 
Koraput 10 7 8.2 4.9 
Ganjam 15, 10 11.3 8.3 
Puri 5 5 ୨,8 7.2 


Source : “A portrait of population”, Ofissa 
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Sex-ratio in the State 

In 1971, for the first time, the female population 
of the State fell below the thousand mark to 988. The all 
India sex ratio is 930. According to 1971 Census, Ganjam, 
Kalahandi and Boudh-Khandamala show surplus female 
population. Sambalpur, Keonjhar, Dhenkanal and Puri have 
maintained the same sex ratio. Sundargarh has the lowest 
sex ratio. This differential trend is revealed in the Table 6. 

The phenomenon of excess of males over females in 
Orissa, as in India may be due to high mortality rates of 
female infants and maternal mortality due to malnutrition, 
disease and poor economic conditions. 


While in the state as a whole the sex ratio is 988, 
Table 6 
SEX RATIO iN ORISSA 


™ Name of ths District Sex Ratio _ 
1971 1961 
1 2 CO 

Sambalpur a 97/ 995 
Sundargarh 942 915 
Keonjhar 977 982 
Mayurbhanja 987 ;991 
Balasore 972 974 
Cuttack 986 999 
Dhenkana! 977 991 
Boudh-Khandamala 1004 1021 
Balangir 993 1c00 
Katahandi 1010 1021 
Koraput 980 989 
Ganjam 1042 1082 
Puri a 977 1004 


Source ; ““A protrait of population’, Orissa 
Li 
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urban-rural break-down gives a different picture. In the 
rural area, the sex ratio is 1002, while in the urban areas the 
ratio is 845. Between 1961-71, the sex ratio in the rural 
areas has gone down, while in the urban areas, it has gone 
up. 


Age composition of the Population 


The age composition of the population is a crucia! 
determinant of the labour force in the total population. In a 
developing economy, the population of the youthful group 
is as high as 40 per cent, while it is 20 to 30 per cent in the 
advanced countries. The advanced countries with lesser 
birth rates have a greater proportion of aged population. 


The 1971 census reveals the working population of the 
whole country to be 51-99 per cent ( or 52% ). Since the 
young and the aged constitute the economically sterile part, 
its ratio to the total population is called the ‘dependency 
ratio’, This ratio is fairly high in our country, while in most 
of the advanced countries itis low due to a larger working 
population and a shrinking base of children consequent on 
low birth rates. 


The age-composition of the population gives an 
insight into the dimension of thg working population and the 
dependency effect. In our state, the children in the ages 
0-14 make 42.4 per cent of our population, ‘while the older 
population aged 60 years and above account for as little as 
6 per cent of the population. Thus roughly 52% of the total 
population is in the productive age group though the 
working population is oniy 31 per cent. We are thus 
confornted with a situation in which 7 million people 
Support nearly 15 million people consisting of the young and 
the aged. The problem is all the more precarious when 
viewed in the context of: shrinking job opportunities for the 
working population. if 


” ” 
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Coming to the districtwise break up, Kalahandi, 
Balasore and Keonjhar have the targest proportion of the 
young population. Sambalpur is the example of a district 
with a low proportion of the youthful age group, i, e., less 
than 40 per cent and again it has the largest proportion of 
people in the procuctive age group, i. e., 54.6 per cent. 


As regards the age group of 60 years and above, 
Cuttack, Sambalpur, Puri, Balasore and Ganjam in the order 
have more than 6 per cent of their population, The 
lowest proportion of the population in this age group is found 
in Koraput and Sundargarh districts. 


O ccupational distribution 


There has been a change in the definition of the 
worker in the 1971 census. A worker is defind as a person 
“whose main activity is participation in any economically 
productive work by his physical or menta! activity”, 
Accordingly all the housewives who helped their family in 
doing agricultural work were not considered as workers, 
as was done in 1961 census. Due to this definitional change 
the participation rate for the vwrhole state has gone down 
to 31.2 per cent, as against 43. 7 per cent in the 1961 census. 
Female participation has gone down significantly to 6.81 
per cent as against 18.8 per cent in the 1961 census. The 
non-workers numbering over a crore anda half constitute 
an appallingly high proportion of our Dopulation i. e., 68.78 
per cent. The distribution of working population by 
occupational! categories show a preponderance of cultivators 
and agricultural labourers. They. constituted 77. 4 per cent 
of. the working population in 1971. The proportion of 
working force in all other occupation except household 
industry has increased in 1971. 


` © 
Ld 
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Table—7 


OCCUPATIONAL DISTRIBUTION OF WORKING 
POPULATION IN 1961 & 1971 


Occupation . 1961 1971 
1 2 3 4 
1. Cultivators 56 82 49.16 
2. Agricultural labourers 17.01 28.28 
3. Mining and quarrying etc. 172 0.76 
4. Household Industry 6-92 5.77 
5. Manufacturing 1.13 2 39 
6. Construction 0.40 0.55 
7. Trade & Commerce 1.93 3.31 

8. Transport Storage & 

Communication 0.68 8.45 
9. Other Services 13.39 

TOTAL...lw.ls 100-00 160.00 


Source : “Economic Survey of Orissa’, 1976, Bureau of 
Statistics and Economics, Orissa. 


The: occupational distribution of population is consi- 
dered as an index of economic development. The thrust of 
development is supposed to bring about a shift of population 
from the primary to the secondary and tertiary sectors of the 
economy. An analysis of the working population shows that 
there has been no significant shift in the occupational 
structure of the state. On the other hand, the increase in the 
number of workers in the agricultural sectors shows the 


relative economic stagnation of the state along with the 
growth of population. 


Population growth as a retarding factor in economic 
development. 


Orissa continues to remain the epitome of India's 
poverty inspite of planned ecenomig development of the 
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State for nearly three decades. Both monetary and non- 
monetary indices point to the massive poverty in the state 
where nearly 80% of the people live below the poverty line. 
There are many reasons for the increase of poverty in the 
state. There is still not enough realisation in the appropriate 
circles of planning and administration that mere increase of 
income does not filter down to the masses, What is required 
is a direct assault on poverty by incorporating distribution and 
employment policies as integra! parts of the production plan 
and initiating fundamental structural and institutional reforms. 
This is what Mahbub ut Haq calls the sins of development 
planners. While the distributional and employment polices 
have been neglected by and targe, it can not be denied that 
the demographic constraint is an important catalytic agent of 
deepening poverty and unemployment. 


The state income at constant prices went up by 103.7 
per cent during the period 1951-71, but the per capita income 
tose only by 34,9 per cent. This small increase in the per capita 
income is no doubt partly due to the increase of population 
by 2.5 per cent during the same ‘period. It has been 
estimated in the Sixth Plan that the per capita income of 
Orissa in 1977-78 at 1970-71 prices was Rs. 500.6. According 
to the projections of the plan, per capite income has to be 
increased by Rs. 189.4 in order to reach the all India average. 
A minimum investment of Rs. 3311 cores has been projected 
by the Sixth Plan for achieving the objective of bridging the 
per capita income gap. But the demographic growth rate 
will virtually erode the per capita income further, even if it is 
feasible to invest the required amount. For all practical pur- 
poses the mobilisation of such huge resources and its income 
generating potential is purely hypothetical, In such a 
backgrouud, mobilization of additional resources on the basis 
of a given capital-output ratio should be comfined wih 
meaningful programme,of demographic planning and control, 
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there by stabilising population growth rates at a lower 
level 


Population and cmplo yment 


The Employment Exchange data continue to be the 
regular source of information about the behaviour of the 
trends of unemployment. The number of applicants on the 
live register of the Employment Exchange has increased 
nearly by four times, where as the number of placements has 
fallen gradually from 1961 onwards. The percentage of 
placements to the applicants on the live register has fallen 
from 30.37 per cent to 3.99 per cent. Thus the creation of 
employment opportunities has been very much lagging behind 
the growth of population. During the period from 1966 to 
1975, there has been a steady upward trend in the number of 
registration. On the contrary, tie number of vacancies is 
rather static. As a result, the percentage of vacancies to 
the number registered gradually declined from 20.5 per cent 
to 17.6 per cent between 1966-1975. The total number 
registered in the Employment Exchanges was 202.822 while 
the vacancies were only 35,732. . 


The problem of educated unemployment isa serious 
one in the state. The increase in the employment potential 
in the public sector during 1966-77 has been only 17.6 per 
cent, compared to more than 500 per cent increase in the’ 
level of the educated unemployment, Analysing the census. 
data and N. S. S. data, it has been estimated by the Bureau 
of Statistics and Economics, Orissa, in their fact Book of ‘ Man! 
Power’ that the backlog, of unemployment at the end of ‘the, 
fourth plan was of the order of 29. 7 lakhs. The new entrance’ 
to the labour force is of the “ordér of 9.70 lakh, during the’ 
Five Year Plan period. | Thus” ‘at the beginning of the Sixth 
Plan period, ‘the total ‘unemployment stood at 39. ‘40 Takhs ona 
modest reckoning. The absence of employment opportunities 
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coupled with an addition of 1 90 lakh annually to the 
working force, which is a direct product of the population 


growth, generaly complicates a problem, which is otherwise 
quite serious, 


Population Policy 


The alarming rate at which the population is gro wing 
cails forth the need for a positive population policy to restrict 
this rapid growth or population. Mere provision of physical 
apparatus in the form of clinics or distribution of contracep- 
tives will not bring about a p2rceptible change in the 
situation, unless the peonle are motivated to initiate a far 
reaching movement in support of a positive family limitation 
programme. The motivation for restricting the family isa 
crucial factor and this requires the transformation of social 
and psychologica! attitudes. 


The decline in the birth rates has been generally 
more promounced in countries that have experienced high 
rates of economic growth suggesting a close relationship 
between the degree of economic. development and the rate 
of population growth As Mahbub ul Haq points out in his 
“Poverty Curtain’ the two variables with which fertility is 
closely related are the level of literacy and the extent of 
med:’cal services. in addition to these, important areas of 
public intervention in terms of economic planning and 
population planning should be nutrition, food production and 
income redistribution fhe solution of the problem lies not 
only in new ways of technological dissemination, but by 
concentrating on more resource-intensive programmes of 
tackling the formidavle issues of economic growth and 
‘radical income redistribution. In the ultimate analysis, 
the problem of population can be resolved only by the 
momemtum of the institutional and structural reform 
necessary for the elimination of poverty, 
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Unfortunately, the approach to the question of family 
planning and population control in india and Orissa is one 
that takes outthe programme as an artificial entity separated 
from the cultural, institutional and economic melieu. As 
Mahbub ul Haq points out the major components ofa 
viable population policy, apart from the technological and 
motivational devices, are (a) increase of agricultural produc- 
tion (b} income redistribution, and (c) educational! expansion. 
These should supplement the traditional stress on the 
mechanical devices which constitute the pivot of the family 
planning programme to-day. Orissa has not done any 
appreciable progress in any of the component parts of what 
should constitute a meaningtfu! and viable population policy. 


The latest estimate puts the number of people below 
poverty line at 80%. This is a pointer to the blatantly 
inequitable distribution of income and the poor nutritional 
standards of the overwhelming proportion of the population, 
The agricultural production is on the decline and educationa! 
expansion has not yettouched the fringe of the area of 
universal literacy, This aspect of the population contro! 
Policy has been seriously overlooked. 


Even in the limited areas of family planning through 
technological and motivational devices, the achievements are 
far from satisfactory. 


Table 8 
ACHIEVEMENTS OF FAMI#Y PLANNING 
Sl. No. Item. Terget Achievement Percentage of (4) 


in “000” to (3) 
a ag ag rg Tg 
1. Sterlisation 1973-74 125.0 ° 55.3 44.20 
1974-75 95.0 69.0 72.60 
1975-76 109.2 124.1 113.60 
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2. 1, U. C. D. 1973-74 50.0 ୨୫.3 56.68 
1974-75 39.6 20.2 50.95 
1975-76 32.3 ୨2୫3.8 73.80 
3. C.C. Users 1973-74 150.0 939.4 26.26 
1974-75 112.4 933.3 29.61 
1975-76 49.8 42.4 85.10 


Armament te i ii en 


Sources : ‘Economic Survey of Orissa’, 1976, Bureau 
of Statistics and Economics, Orissa. 


This table shows that except in 1975-76 in case of 
sterlisation, the targets were never fulfilled completely. These 
figures do not give meaningful statistical information about 
their impact on the actual population growth since no follow- 


up action was taken in respect of these measures. 


The programme shifted from the clinic approach to 
the ‘extention’ approach and has now adopted ‘the target 
oriented time bound’ approach, The family planning workers 
do not have the necessary training and competence to work 
successfully in such a delicate field of social service. As is 
evident the. target oriented approach promted the family 
planning staff to work in an indiscriminate manner, coercing 
peopie who have not demographic signiticance under such 
programme. The services created under the family planning 
programmes were also underutilized. It is time to think of the 
family planning not as a mere problem with a medical 
dimersion cnly but to view it as an integral part of a gigantic 
programme of social and economic development 
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CHAPTER 2 
URBAN GROWTH IN ORISSA 


Urbanization generally refers to the process of 
becoming urban, moving to cities, changing from agricul- 
tural occupations to other pursuits common to cities and 
adopting correspond:ng changing behaviour patterns. |{t 
implies a tendency towards adopting a certain style of life 
on the part of persons and the community, The percentage 
of urban population to total! population, the growth in urban 
popujation and the number .of towns are generally taken as the 
criteria of the rate of urbanization. A larger proportion of 
the population concentrating in cities and towns consequent 
upon an increase in the ratio of urban population is urbani- 
zation.. The ratio of urban population to total population is 
the demographic index of urbanization and the variation in 
this ratio through time shows the rate of urbanization. As 
urbanization is intimately related to a shift from agricultural 
to non-agricultural activities and concentration of the 
population in large cities, this becon es a valuable index of 
the economic progress of undgrdeveloped countries Jike ours 
facing the problem of over-crowding on land. 
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Causes of Urbanisation 


The causes of urbanization are mainfold, depending 
upon the social and economic conditions of the nation, ln 
the context of the Indian economy, the problem of urbani- 


zation boils down to the problem of rural-urban migration. 
In the West, urbanization is associated with commercial and 
industrial revolutions coupled with developments in transport 
and communications. We can analyse the main factors 
contributing to the process of rapid urbanization in India 
during the last four decades. The first has been the impact 
of the Second World War that encouraged the rural-urban 
migration which is independent of any industrialisation, The 
second factor has been the partition of the country and the 
influx of the refugees. A third factor, which is responsible 
for urbanization in South and South-East Asian countries, is 
the growth of urban centres serving as the links between the 
colonies and mother countries. These places have become 
the centres of dominance. They have been the enclaves of 
imperialism and citadels of capitalism, Places like Calcutta 
and Bombay developed during the period of the British 
imperialism because these Cities were the gateways to 
Britain from all points of view. Raw materials were exported 
to Great Britain through these two ports to feed the rising 
Ccotton-textile industry of Manchester at the cost of Indian 
industries. Apart from industrial cities and towns, we have 
another group of urban agglomerations cailed ‘central cities 
or places’ which provide central goods and services to the 
surrounding area called the ‘complementary region’ or 
‘hinterlands’. Such urban agglomerations are typified by the 
capitals of the-Western countries like London and Paris. In 
India, we have such central places like Bombay, Delhi, 
Calcutta and Madras. Many important economic activities 
like wholesale and retail trade, banks, Dbusiness houses, 
industrial and manufacturing concerns, skilled workers; 
specialised agencies, educational institutions, administrative 
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services. entertainments are concentrated in such urban 
agglomerations. These cities are rather older than the 
industrial cities. These ‘central places’ have developed 
because of their political and cuttural importance other than 
industrialisation and they play an important role in the 
process of the national economic development. In india, the 
central cities like Bombay, Delhi have been functioning as 
‘service centres’ for the entire country. The theory of 
urban growth relating to the development of such ‘central 
places’ has been advanced by W. Christatler in his classic 
work, ‘Centra! Places in Southern Germany’, published in 
1933. According to this theory, as H. W, Richardson 
writes, ‘‘the growth of the city depends upon its specialisa- 
tion in urban service functions, while the level! of demand for 
urban services over the service area determines how fast 
central places grow’’!, The process of economic develop- 
ment stimulates the growth of towns and cities and rising 
incomes lead to a more than proportionate expansion in the 
demand for central goods and services, and hence in the net 
income received by uiban residents engaged in their occupa- 
tions. {tt follows from the analysis of the causes of urbaniza- 
tion in India that industrialisation has not been the predo- 
miant factor in this regard. The central places developed 
automatically because of administrative conveniences and the 
minimum demand generated by the people to support the 
continuity of central services. 


Urban Growth in india 

With this background about the origin of towns and 
cities in the modern times with particular reference to India, 
let us now find. out the trend of growth of urban population 
in India, in general, and Orissa in particular, The urban 
population of our country was only 8.7 per cent in 1881, 
which went upto nearly 20 per cent in 1971, as shown in 


1. Richardson H.W., “ Regiofial Economics”, p. 157- 
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Table 1. Table 1 shows that the rate of variation of the urban 
population becomes significant from 1931 onwards, The 
sudden increase in urban population, as revealed by the 1951 
census, has been attributed to the influx of the displaced 


persons from Pakisthan. 


“Considering the fact that only 17.3 


rer cent of India’s population was urban in 1951, this meant 
a disproportionate share of the displaced persons in urban 
areas’'.” The rate of growth of urban population in 1941-51 
recorded the highest-ever growth rate of 41.4 per cent in 
which the contribution of the abnormal migratian of refugees 


was nearly 6.2 per cent.’ 


Even then an urban growth rate 


of over 35 per cent due to natural increase in porulation and 
normal migration was certainly of a high order. The growth 
rates were the highest in cities with a population of 100,0C0& 
over.’ This growth rate of urban population slowed down to 


Year 


1881 
1901 
1911 
1921 
1931 
1941 
1951 
1961 
1971 


Table-1 


Urbanization in India 
(1881-1971) 
“Percentage of urban 


population to total 
popu!tation in India 


Source: : Census Reports 
i ee 
2. Ashish Bose : Evolution of Urban Policy in India : 1947-78’ 
in Reflections on Economic Development & 
Social Change’ (Ed.) C. H. He: Rao & P. C. 


3,4. Asish Bose : 


Joshi, p. 240; 


Fercer.tage 
variation 
per decade 


Si mares amaeertsaeanasns. 2 em tte 0 rere 


+++++++ 4 
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‘Evolution of urban Policy in: ¥ india; 1947-78' ` 


in ‘Relections on- 


Economie. ‘Development & 


Social change’ fEd.): *C. HH: ‘Rao & P.-C. 


Joshi, p. 240. 
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15.9 per cent in the decade 1951-61. The decline appears 
to be more due to the change in the definition of urban area 
adopted in the census of 1961 which was also followed in the 
subsequent census. The 1961 census laid donwn a more 
rigorous test of urbanization with the object of applying the 
same uniformly throughout the country to obtain a list of urban 
places for constituting a bench-mark for the future. One of 
the basic criteria of such a classification has been the 
existence of an urban local- self government, such as Municipal 
Corporation, Municipal Board or N.A.C. In the 1961 Census 
places which did not possess an urban locai-self government, 
were required to satisfy three criteria in order to be treated as 
urban. These were (a) a minimum population of 5,000, (b) a 
density of not less than 1,000 persons per square mile, and 
(c) at least three-fourths of its working population should be 
working outside agriculture. In the 1971 census, the third 
criteria was changed to 75 per cent of the male working 
population should be non-agricultural, During the decade 
1961-71, while the overall population grew by 24.7 per cent, 
the urban population went up by 37.9 per cent. This tremen- 
dous increase in the urban population during the decade 
1961-71 is accounted for by “‘the low-living standards of a 
large proportion of the rural population, who migrate to the 
towns in search of livelihoods.”® If urban population 
grows at this rate, it is likely to double itself by 1991, It 
follows from these data that the rate of growth of urbanization 
in India is much faster than the increase in the’ infrastructure 
of economic development. The proposed Sixth Plan of India 
has suggested that ‘‘the ‘thrust of the urbanization policy 
during the next decade must, therefore, be to slow down 
and, if possible, reverse the rate of growth of the metropolitan 
cities and increase the rate of growth of the small and medium 
towns.’ 


9. Draft Five Year Plan (1978-83); p. 243. 
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Urban growth in Orissa 

Since 1931 the urban population in Orissa has been 
increasing ata faster rate as shown in Table 2, Between 
1951-71 the urban population in the State has moved up from 
5.9 lakhs to 18.4 lakhs. an increase of more than three times. 
The percentage variation of urban population in India during 
1961-71 has been 37.9 (Table 1), whereas in Orissa it has 


Table-2 


Ratc of Urbanisation in Orissa 


F ercentage of Percentege variation 


Year urban population to Urban population rg 
in total population per decade 

1 2 3 4 
1901 2.47 = 14 
1911 2.42 4+ 8.03 18 
1921 2.52 4 2.30 20 
1931 2.54 4+ 12.70 21 
1941 3.00 4 30.03 29 
1951 4.06 4- 44.00 39 
1951 6.32 4+ 86.84 62 
1971 8.41 4+ 66.21 81 


Source : (a) K, M. Patnaik, ‘Urban Development in Orissa’, 
+ Conference Number, 1956, Indian Economic 
Journal 
(b) Census Reports. 
been 66.21 (Table 2). It follows from this that the rate of 
growth of urban population in Orissa is much larger than 
that for India. If we take the other index of the rate of 


in Orissa, the latter is 20.6 per cent compared to 7,9 per cent 


” < 
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for the country as a whole between 1961-71. During the 
decade 1961-71, while the overall population in Orissa 
increased by 25 per cent, the urban population went up by 
66.2 per cent, which is much larger than the percentage of 
urban population growth for the country as a whole during 
this period Therefore, the reason that the Planning 
Commission has advanced to explain the high rate of growth 
of urban population during 1961-71 for the country, can also 
be applied to the case of Orissa, where the same trend is 
seen in a magnified way. The explanation given for the 
latter is the deepening of the economic stagnation in the 
rural areas leading to large-scale migration to the towns, 


Economic situation in Orissa during 1961-71 : 


The state income of Orissa at 1960-61 prices 
increased from Rs. 374 crores in 1960-61 to Rs, 662 crores 
in 1975-76.° Correspondingly the per capita income at 
1960-61 prices increased from Rs. 217 to Rs. 276." During 
the period 1950-61 to 1975-76 the State income of Orissa 
increased at the rate of 3-8 per cent whereas the per capita 
income increased at the rate of 1.5 per cent annually,’ 
Overthe period 1961-62 to 1973-74 the rate of growth in 
the agricuitural sector in Orissa was 3.8 per cent; 2,9 per 
in manufacturing, 4.4% in transport and 4,2% in services.? 


An important index of the economic strength of the 
population is the percentage of working population to the 
total population or the ‘participation rate’. A very high 
percentage of non-working population indicates a very large 
degree of dependence on those who are economically active 
which, therefore, becomes a retiection of the prevailing large 
extent of poverty. The percentage of working population 


erm aerate err ena 


6,7, 8,9. Economic Survey of Orissa, 1977, Bureau of 
Statistics & Economics, Orissa,p.:4- 
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in the State in 1971 was as low as 31.2, as against 43.7 in 
1961 and 37.4 in 1951.10 The relatively high percentage of 
working population in 1961 was partly due to the concentual 
changes adopted in the 1961 census. Therefore, the 
percentages of the working population in the different 
censuses are not strictiy comparable. Nevertheless, these 
indicate an order of magnitudes whose economic implications 
are on the adverse side. Female participation rate stood at 
6.81 per cent in 1971 as against 18.8 per cent and 26.6 per 
cent in 1951 and 1961 respectively. These figures may not 
be absolute truths; but their indication of a, gradual! shirnking 
of opportunities of livelihood in a predominantly rural State 
like Orissa is unmistakable, Against this trend it is no wonder 
that, during the decade 1961-71, the percentage of the 
working population dependent on depressed agriculture 
increased from 74 to 79.1: 


When we look at the pattern of the ownership of land 
against the background of a large percentage of the 
population dependent on agriculture (as revealed by the 
Agricultural Census, 1970-71), we find that nearly 76 per 
cent of them were marginal and small farmers owning only 
38 per cent of the cultivated area, This heavy concentration 
of tand-ownership, strengthening the spread-effects of 
poverty and unemployment in the rural areas, might have 
very likely resulted in pushing out a large number of people 
from the rural areas to the towns in search of livelihood. 
Thus, the high rates of growth of urban population in Orissa 
during 1951-71, which surpasses the natural rate of growth 
of the urban.popuiation, appears to be the result of migration 


10. Economic Survey of Orissa 1977, Bureau of Statistics 
& Economics, Orissa, p.6. 

11. Economic Survey of Orissa, 1976, p:6, Bureau, of Stati- 
stics & Economics, Orissa. 


- 
I~ 
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from rural! areas due to not the pull factors but ‘push 
factors’, 


Conclusion 


Our study highlights an important factor of urban 
growth in India, in general, and Orissa, in particular. In the 
absence of a high rate of industrialisation and general 
development of the economy, the tendency towards 
urbanization in our country, as wel! as in Orissa, during the 
period of planning has been strengthened by the gradual 
fading out of the rays of economic hone in the rural! sector 
consequent upon a misdirected stretegy of economic 
development, inthe West, urbanization was the product of 
an industrial revolution which opened out the means of 
livelihood through the growth of factories in the urban 
areas. Urbanization in the West was ‘“‘the consequence of 
large scale production, introduction of machinery and growth 
of industrial civilization.’”’”” The importance of this factor 
in urbanization in our country has not so for been significant 
Prof. D. R, Gadgil had written : “Of all these different 
causes, the growth of industries has been, at any rate in all 
other countries, the most important one. But in India its 
influence has certainly not been as powerful. indeed, there 
‘are very few towns in India which are the creation of new 
industries’’.!3 The process of planned development in our 
country, instead of strengthening this factor of urbanization, 
has stimulated the growth of the population .in the towns by 
a process of deepening of economic distress in tte rural areas 
which has spread to the urban areas through migration,.* 


12, Ruddar Dutt & K. P. M. Sundharam, indian Economy 
(1979) p.58 
13. D. R. Gadgil : The Industrial Evolution of india, p.148. 


+ This article has baen published by the permission of the 
Secretary, Orissa Economics Association. 
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AGRICULTURE IN ORISSA 


Agriculture is the main economic activity of Orissa. 
Of the total working population, about 78 per cent depend 
upon agriculture for their livelihood. The share of agricul- 
ture in the state income is about 60 per cent but agriculture 
in Orissa is not diversified. The entire agriculture is dominated 
by rice. of the total cropped area, about 66 per cent is under 
rice, about 76 per cent under cereals and about 90 per cent 
under foodgrains (1976-77). Next to rice is pulses accounting 
for about 14 to 15 per cent. Oil seeds, fibres and sugar 
cane account for 6.37 per cent, 1,42 per cent and 0.7 per 
cent respectively, This shows that rice is the overwhelming 
crop in the state. An analysis of ‘the data from 1964-65 to 
1976-77 (for which figures are available) shows that although 
there has been some marginal increase irf® the area under 
rice, pulses and oil seeds, the cropping pattern of the state 
conforms broadly to the unchanging character of Orissa’s 
agriculture, 
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Table—1 


Cropping Pattern (Principal crops in per cent) 


a 1964-65 1976-77 
1. Rice 714.26 65.57 
2. All 

cereals 76.97 75.91 
3. Pulses 14.38 14.4 
4 Foodgrains 

(2 43) 91.35 90.39 
5. Oil seeds 5.50 6.37 
6. Fibres 1.39 . 1.42 
7. Other 

crops. 1.76 1.82 


There was no significant change in multiple cropping’ 
during the period 1961-62 to 1976-77. The cropping intens- 
ity varied from 109.57 in 1961-62 to 122.66 in 1976-77, 

During the period, the cropping intensity .in the state 
remained more or less stagnant, 


Table-2 
Cropping intensity 


{Area in ‘000 hectares) 


Year Net area Gross Cropped Cropping intensity 
—— sown Area - © "9 
1961-62 5,811 _ 6,367 102.57 
1971-72 5,765 6.874 119.24 
1976-77 5,877 7,203 122.66 


Rice which represents about 80 per cent of the total 
foodgrain “production in the State is struggling hard to keep 
pace with the requirements of the State. Table 3 shows that 
during the year 1977-78 the total production of ‘rice was 
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43,19 lakh tonnes. The details of break-up of area,production 
and yield per hectare in autumn,winter and summer rice show 
that the yield rate of winter or kharif rice which is the most 
important rice in the State is hardly encouraging. 


Table-3 


Area in Production in Yield rate of 
thousand thousand tonnes cleaned rice in 
hectares cleaned rice. quintals per hectare 


Autumn Rice 839 596 7.10 
Winter Rice 3,377 3,454 10.23 
Summer Rice 189 269 13,83 
Total Rice. 4,405 4,319 10,39 


What is most distressing is that the production of rice 
has not yet been stablised even after more than two decades 
of planned efforts. The output of rce which was 31 O lakh 
tonnes in 1951-52 rose to 44.0 lakh tonnes in 1973-74 and 
slumped to 32.18 lakh tonnes in 1976-77. But during the 
year 1977-78, due to favourable monsoon, production of rice 
cout!d reach the level or 43 lakh tonnes. With an exception 
of the years of 1971-72, 1974.75 and 1976-77, production of 
rice varied from 39 lakh tonnes to 45 lakh tonnes during the 
last fifteen years. 


The. yield. ate per hectare is hardly promising. It 
has varied from 9.02 quintais per hectare in 1969-70 to 10.39 
quintals per hectare in 1977-78. -In 1974-75 and 1976-77, the 
yield rate touched a low tevel of about 7 quintals per hectare. 
The tow yield is mainly due to lack of adequate progress in 
High Yielding Programme in the State. The area under high 
yielding paddy is hardiy 13 per cent of the total area under 
rice. The reasons for the low. yield and inadequate progress 
in high- yielding variety are both .technological ., and 
institutional. 


~ 
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The Kharif rice which is the most important crop in 
Orissa is mostly of traditional variety. Though the average 
rainfall in most parts of the State 1s acequate for sustaining 
paddy, due to lack of water management, fertiliser is hardly 
applied in kharif season, Besides, the kharif high yielding 
paddy, because of its luxuriant growth, is prone to pest 
attack under a monsoon sky. The farmer who takes up high 
yielding variety sometimes loses to the extent of 50 to 60 
per cent of the yield due to pest attack. The farmer, therefore, 
prefers traditional variety in monsoons which is more or less 
pest resistant, It can, therefore, be said that heavy rainfall 
during monsoon is a liability rather than an asset to agricul- 
tural development in Orissa. 


Another difficulty which has been noticed with regard 
to agricultural development is that rice is grown in almost all 
types of land. 


Though upland is not suitable for rice, in the bulk 
of this area, only one rice crop is grown, often under condi- 
tions of severe moisture stress. If millets and other crops 
can be grown in the drier portions of this area, there can be 
substantial increase in productivity. In other areas, high 
yielding varieties like Bala, Cauvery, Annapurna, CRM-173 can 
be grown. These varieties can provide yield to the extent 
of 2.5 tonnes per hectare with proper agronomic manage- 
ment. The local varieties (photo-sensitive) account for low 
rice yields due to short duration of the monsoon rains coupled 
with the delay in planting due to lack of farm power. Most 
of these rice crops flower in October when rains are uncer- 
tain and in other than ‘low lying areas with stagnant water, 
the land begins to dry out. If these crops are replaced by 
the above-mentioned high yielding varieties (photo-insensi- 
tive), yield can‘increase substantially, 
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For low-lying water logged and ill-drained tields, no 
suitable high yielding varieties of rice are yet evolved. In all 
these areas, late duration photo-sensitive varieties which are 
ready for harvest from mid-November to the end of December 
are grown. The general problems met with in such areas are : 
i) Poor establishment of seedlings due to partially 

submerged conditions, 
ii) Premature lodging of the crop under even slight applica- 
tion of fertilisers; 


iii) Low photo-synthetic efficiency of the varieties due to 
reduced light intensity and 


iv) Accumulation of toxic substances due to ill drained field 
conditions, 


If improved varieties like Jagannath, Pankaj, Mashuri 
and CAR-7074 can be grown on a large scale in low-lying 
areass, productivity of land can be increased considerably. 


Even on medium lands which are suitable for high 
yielding variety of rice, traditional long-duration varieties 
(photo-sensitive} are grown. If these can be replaced by 
mid-early duration types like Jaya, this will provide facility 
for land preparation and raising of subsequent crops like 
potato, pulses, oil, seeds, etc. 


However greater emphasis should be given for high 
yielding varieties during summer, But in case of Orissa, only 
about 16 per cent of the net sown area is under irrigation. 
And what is worse is that there is considerable misuse of 
irrigation water in Orissa due to ignorance of crop needs and 
lack of field channels in different farms..In fact, water nas been 
far too cheap an input to the Orissa farmer and and it is nece- 
ssary to make him realise that water is a costly input and he 
should economise the use of it to his own advantage. If this 
is done, even with the existing irrigation facility, summer crops 
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can be extended much further. Extension of irrigation is also 
necessary both in Kharif as a support ( crop failures are 
frequent in kharif owing to irregular and untimely rainfall ) 
and in summer for extension of multiple cropping. We 
consider extension of irrigation and improved water manage- 
ment as major inputs in agricultural development of Orissa. 


Of the total irrigation potential! created at the end 
of 1973-74, the major, medium and minor irrigation accounted 
for 54 per cent, 5 per cent and 38 per cent respectively, Lift 
lirigation Projects accounted for about 3 per cent of the 
irrigation potential. Foodgrain crops occupied 93 per cent 
of the irrigated area where és the non-foodgrain crops covered 
only 7 per cent. We may mention here that ina topography 
such as ‘that of Orissa, flow irrigation, whether major or 
medium has its limits. Major irrigation schemes have other 
handicaps including finance and long gestation period. 
Emphasis should therefore, be given to those schemes which 
can be commissioned without much delay. A quick scheme. 
is always better. than a dilatory scheme. | 


‘In ‘addition, there is a great deat of inter-district 
variation in ‘irrigable- area. While the district of ‘Cuttack 
accounts for 25 per cent of the total irrigation facilities created 
so far, the share of the Keonjhar district was less than one per 
cent. In tha five tribal districts, viz. Keonjhar, Koraput, 
Mayurbhanj, Phulbani and Sundargarh only 10 per cent of the 
gross cropped area was irrigated, whereas the area irrigated in 
Cuttack district. was 41 per cent of the gross cropped area. 
Incidentally, ‘the Cuttack district is in the Mahanadi river 
valley and is thus a receipient of flow irrigation project. The 
wide. .disparity in the irrigation facilities in the district could, pe 
corrécted to a great. extent with the intensified ground’ water 
development. Iti is suggested that during the next five years 
at least 50 per cent of the irrgable area in each district must 
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be brought under irrigation by ground water development. 
This extension of irrigation will help both kharif and rabi 
crops. 


The most important hurdle in agricultural development 
in Orisse is the institutional deficiency. Nothing much has 
been done so far to improve the institutional setup to increase 
agricultural production or diversify agriculture, According to 
the Agricultural Census, 1970-71, small farmer (upto 2 hect- 
ares) in Orissa account for more than 76 per cent of total 
farmers operating an area of about 38 per cent of operational 
holdings. The marginal farmers (upto one hectare) account 
for more than 43 per cent of total farmers, operating an area 
of a little less than 12 per cent of operationa! holdings. On 
the other hand, farmers having 5 hectares and above account 
fora littte less than 7 per cent but control about 32 per cent 
of the operational holdings. This shows that there is a great 
deal of unevenness in land hoidings in the State. 


We have hunch that the small farmers contribute a 
major portion of the agricultural produce in the State. But 
they are deprived of many facilities. 11 is estimated that per 
hectare fertiliser use in Orissa comes to about 7 Kg, whereas 
itis about 75 Kg. in Punjab and 27 Kg. for All-India. The 
small and marginal farmers in Orissa are not in a position to 
avail of the institutional credit for intensive development of 
agriculture. Modern technology is of course size-neutral, 
but not resource-neutral. 


The small and, marginal farmers continue to operate 
on subsistence farming due to lack of capital. Even the 
agencies created to assist small farmers like S.F.D.A. & 
M.F.A.L. provide more assistance to the lar ge farmers than to 
small farmers. After the introduction of expensive ‘high- 
yielding variety programme, .the rural elites dominate the 
agricultural scene by the extension of capitalist farming to 
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rural areas. The small and marginal farmers cannot approach 
the commercial banks, co-operative banks nor the S.F D,A. 
and M.F.A.L. officials to avail of the opportunities created by 
the Government. These are all dominated by the elites and 
sustained by elites’ support. Unless land reform like ceiling 
and floor a:e effectively implemented and an environment of 
equality is established in the rural areas, we doubt whether 
agricultuial developn.ent programme can have any dent for 
the modernisation of u1utal areas or improvement in 
agricultural productivity. 


Apart from social justice for which Indian Planning 
has a commitment, ceiling and floor on land holdings are 
necessary for operational! efficiency. Most of the Farm 
Management Studies in India have shown that land holdings 
of 5 to 7 1/2 acres (irrigated) are operationally most efficient, 
It is also noticed that per acre productivity of large farms is 
much smaller than that of smal! holdings of a minimum size. 
Because in most of the large farms, management input is 
found to be deficient. Considered from this point of view, 
there is urgent necessity to implement the ceiling of land 
laws and prepare the ground for a fixation of floor for 
changing the agrarian structure of the State, 


In fact, we have now three broad classes of agricul- 
turists in Orissa. There are the landlord class whose chief 
characteristics are that they lease-out land and that they 
deem it below their dignity to work physically even in their 
own farms. They supply only non-manual! labour to 
agriculture. There are some landlords who do not lease-out 
any land. But of those who cultivate their own land, only 
a small percentage of their men-folk provide manual labour 
to their own farms. These are managerial farmers and their 
productivity is extremely low, But since they belong to the 
elite group in the village, the benefits of agricultural 
development programme moetly accrue to them. 
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The next in the hierarchy is the middle peasantry. 
They (both male and female) do manual work in. their own 
farms but deem it below their dignity to go to work for 
others. A significant proportion of them a!so hire-in labour, 
They somehow ‘manage to apply improved pras¢tices in some 
parts of their land to increase the productivity of agriculture. 
But they tell harrowing tales of their bitter experiences of 
governmental ‘and non-governmental! agencies created to 
provide assistance to agriculture. .They do not receive 
Seeds, fertiliser, insecticide loan or even irrigation. water on 
time and invariably pay bribes to receive what ig their: due: 
This takes away all their zeal and interest in. agriculture. 
These are the reluctant farmers of the state on whom the 
whole agricultural development depends, 


Then we have the agricultural labourers and marginal 
farmers. They not only work on their own farms, they also 
work for others. They. own small bits of land, lease-in tiny 
plots and try to get as much as they can from land only 
through physical labour. Since they have no chance to 
apply modern technology, their per capita productivity is 
extremely low. 


This semi-feudal agrarian structure stands in the way 
of agricultural development in the State. The upper 
landlord class have the advantage of their traditional heritage 
and‘social dominacrce. ‘They have now acquired political 
patronage. As such they are not interested to improve the 
economic condition of the poor.’ If the poor improve their 
economic status, the landlords will fail to utilise their hired 
labour for their agricultural operations. The middle peasantry 
cannot improve their‘ position due to resource constraint. 
The dice. is. loaded against. them. And so. the old gystem of 
rural. exploitation and mas§s poverty continues with little 
improvement in agriculture. } 
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Another feature which prevents modernisation of 
agriculture is fragmentation of holdings. Fragmentation is 
acute in Orissa As per the Report of the Agricultural 
Census (1970-71), the number of parcels per operational 
holding comes to 3,15 and the average area per parcel is 
only 0.59 hectare. In case of farmers having 1 to 2 
hectares, the number of parcels per operational holding is 
much more (3.40) and the average area per parcel comes to 
0.44 hectares. Fragmented holdings of the type and the 
magnitude have come in the way of the introduction of 
improved practices, The consolidation movement has been 
too slow in Orissa. Unless the work is speeded up and 
additiona! funds set apart for this purpose on a priority basis, 
we are .doubtful whether .agriculture can: be- a business-in 
Orissa, 


ioe 
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CHAPTER 4 


AGRICULTURAL MARKETING IN ORISSA 


In the context of structural transformation of 
Subsistence agriculture to a commercial one, marketing has 
a crucial role to play, incentive in the form of a ready market 
and a remunerative prices for all that he produces is essential 
to inspirs the farmer to produce more, Agricultural marketing 
has two broad dimensions — purchasing of farm inputes and 
disposal of farm produce. In the process of economic 
change sources of agricultural inputs as well as avenues to 
dispose of farm produce shift from within peasant villages 
to external suppliers and markets. 


In Orissa, even though the village economy and 
national economy do not function as exclusive units there is 
no complete interaction between them. For instance, most 
of the farm inputs are locally available in ihe village. Ferti- 
lizers and pesticides are only a few inputs for which farmers 
depend upon the market. Similarly a major portion of the 
farm produces is disposed of at the village and farmers are 
unable to avail of the benefits of instjtutional marketing. The 
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purpose of the paper is to study the marketing environment in 


Orissa with regard to disposa! of farm produce, in general, 
and rice, in particular, 


Traditional marketing environment 


In Orissa there is a three tier matketing Structure 
consisting of primary markets (hats) at village [level held on 
weekly basis, secondary markets (bazars) which arfe more of 
less wholesale markets Situated at district headquarters, near 
railway stations and important places on the high ways and 
terminal markets where the produce is assembled for further 
distribution within the State or for inter state export, There 
are about 1400 hats and 100 bazars in the State of Orissa,! 


Agricultural marketing in Orissa starts either in the 
village or at the nearest hat from where the goods pass to 
the consumption points through a series of markets. The 
hat or the periodical market is a socio-economic institution 
as in it not only the purchase and sales of the produce of 
the neighbourhood and also of imported goods take place 
but very often it is the centre for the collection of rent by the 
landlord or realisation of interest by the Mahajan. Hats 
afford great opportunities for promoting the social intercourse 
of the people of the villages.” The absence of a large 
number of hats is the first major defect in the agricultural 
marketing system in Orissa. For instance, as there are 51,639 
villages in the State of Orissa (according to’ Census of India, 
1971) and only 14,00 hats, on an average, there is one 
village hat for 37 villages, spread around over 110 sq. k.m. 
Primarily due to distance, cost and difficulties involved in 
transporting bulk items like paddy and rice to the market, 
farmers prefer to sell the produce at village level, 


1. “Economic Survey of Orissa’’,. 1977, Bureau of Statistics 
& Economics, Orissa. 


2, B.B. Mukharjee, “Agricultural Marketing in India” 1960. 
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Not only the hat facilities are inadequate but the 
system of marketing therein is defective. A few of the 
existing defects are enumerated below ; 


1) Even though standard weights and measures are pre- 
scribed, there is no system of their regular inspection and 
verification in different hats. Moreover there is no independent 
and reliable agency to weigh and measure. So the weights 
are manipulated against the producer-setler. I 


2) At times large. samples of the produce are taken for 
which .no payment is made even when no sale is effected. | 


3) In bigger hats the broker whom the producer is 
compelled to employ for selling his produce is more: inclined 
to favour the purchaser with whom he is brought into daily 
contact than the seller-whom he sees very occasionally. 


(4) If any dispute arises as to the quality of goods, the 
producer is almost completely at the mercy of the buyer and 
the middleman. There is no system for impartial arbitration. 


(5)-Large deductions’ are often made under the name 
of trade allowances. 


(6) Contributions are levid for religious and charitable 
purposes and for.other objects from the producer and he has 
no effective means of protest from these unauthorised levies. 
Thus, he: has to pay. for establishment of a-college..or , mainta- 
ining "gosalas’ from which ‘he derives no direct benefit. 


(7) Die - to “improper : dissemination: cf: “market: 
intelligence: -tife farmer ‘has- ‘no guidé to judge :the: prices: 
offered.? te =o 

3 Goviinont of oF Orissa, Cooperation _ and: 
Forestry Department (Markets), “‘Plan for’ regulation-’of- 
markets”; 1956. En a 
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Apart from these defects one major factor which 
tempts the farmers to dispose of their produce at village leve| 
instead of bringing them to ‘hats is the uncertainty regarding 
the prices to prevail on‘a particular hat day. Even though 
the competition among buyers is expected to offer a just price 
to the protucer seller, some degree of oligopsonistic purchase 
exists in all hats. As it usually haprens, if market arrivals 
tend to pick up on a hat day, the prospective buyers under- 
quote prices, In the face of the great psychological cost of 
taking the produce back to the viilage and obtain lower price 
thereafter, the farmers feel inclined to se!l their produce at the 
village level at lower prices. Due to inaccessibility and 
inherent disabilities of hats in Orissa, sale of agricultural 


produce at the village level becomes very important. 


Studies in the Economics of Farm management in Cuttack 
District (Orissa) Report for the year 1967-68 throws substan- 
tial light on the problem of the disposal of farm produce in 
our villages. It was observed that even though disposal of 
farm produce was done through various agencies including 
the Government in the form .of levy and procurement, the 
co-operative societies and the private grain trade channels, 
in sample villages the marketable surplus was sold throug 
traders only. A portion of the produce was also sold 
directly to the consumers by the producers, The following 
tables gives - -an idea. about the. magnitude of sale of farm 
produce: ° to. traders - (BepariS). and: consumers in sample 
villages: cesar 
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Table-1 


PERCENTAGE DISPOSAL OF FARM PRODUCE 
THROUGH AGENCIES 
Se Re Pe NC rae Pee er ore rr 


Private. Grain Consumers 


Trade Channel 


oar materi annie ene 


Commodities 


Paddy 67.20 42.80 
Sugarcane 68.74 31.26 
Jute 100.00 — 
Potato 70.99 29.01 
Ground nut 82.91 17.09 
Mung 87.49 412.51 
Blackgram 78.74 21.26 
Horsegram 71.26 28.74 
Onion 100.00 — 
Brinjat 94.47 5.53 
Cauliflower 100.00 — 
Cabbage 100.00 — 
Chilli 100.00 — 
Arun 71.48 28.52 
Khesari 100.00 — 
Til 71.43 28.57 
Bete! (in nos.) 99.75 0.25 


Source: Table 7.2 in Studies in the Economics of Farm 
Management in’Cuttack District (Orissa)-Report 
for the year 1967-68, Directorate of Economics 
& Statistics, Ministry of Agriculture & Irrigation, 
Govt. of India, 1973, 
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The private traders who among them virtually 
monopolise the agricultural transactions at village level, can 
be classified into urban traders including procurement agents 
and village moneylender-traders. The dominance of money- 
lender-trader in the rural marketing sector has been detrimen- 
tal to the interests of small farmers in particular, as he 
imposes a precondition that the borrower farmer must sell 
the produce to him at predetermined prices immediately 
after the harvest. In this context it is interesting to note 
that the volume of sales effected by subsistence farmers 
immediately after harvest constitutes a major portion of 
village level sales. These tiny farmers dispose of their 
produce at lower post-harvest ‘prices and repurchase food- 
grains in lean months at higher rates, the price differential 
having an adverse effect on their economy. 

The volume of produce actually sold at village level! 
is generally determined by a few factors like: (1) the practice 
oftpaying labourers in kind for harvesting, (2) the prevalence 
of barter transactions in the village, (3) volume of domestic 
consumption, (4) requirements for seed and for feeding 
livestock, and (5) size of the holding and degree of 
indebtedness. But three more factors are responsible for 
large post-harvest sales at village level by .small farmers : 
(1) lack of storage facilities may cause a deterioration in the 
quality of grains if stored for’a longer time, (2) repayment of 
loans to money lender-traders and other institutional agencies 
lite Commercial Bank and Co-operative Societies, and 
(3) investment needs of the farm like purchasing of 
fertilizers for rabi crops etc. for next cropping. season. The 
following table points out the proportion of post-harvest 
sales+ and off-season purchases by different classes of 

_ farmers. 
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Percentage Of Sales And Purchase’by Different Ciasszs of 
Farmers in Cuttack District 1967-68 


Size groups Percentage of Repurchases as Percentage of 
(Hectares) sales in post percentage of purchases in off 
harvest month sales in the year season 


0.81-1,32 68.8 12.4 37.5 
1.32-2.,03 77.4 2.6 20.5 
2.03-3.64 40.1 1.8 25.4 


Source: Studies in the Economics of Farm Management 
in Cuttack District (Orissa), Directorate of 
Economics and Statistics, Ministry of Agriculture 
& Irrigation, Quoted from C.H. Hanumantha Rao 
& K. Subbarao. Marketing of Rice in india : An 
Analysis of the Impact of Producers’ Prices on 
Small farmers, Indian Journal of Agricultural 
Economics, April-June 1976 Vol. XXXV No.2. 


Prices at the vitlage level are lower not only due to 
forward trading by moneylender traders but restrictive trade 
practices by Beparis. Local Beparis by experience know the 
timings like the marriage season, farm needs for the next crop- 
ping season etc. when the farmers have urgent need for cash. 
At this time the oligopsonistic market practices turn acute 
enough to compel the farmers whose liquidity base is poor to 
dispose of their produce at a price dictated by the Beparis, 


While the Beparis ‘represent the first layer of middle- 
men linking villages with small markets,the commission‘agents 
for wholesale traders represent the second layer of middlemen 
joining the small market with big organised market. It is 
worth noting that the village Beparis are not always rich 
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merchants. They maintain close liaision with the commission 

“agents for building up their liquidity base. So these commi- 
ssion agents contro! the supply position in the State of Orissa 
by giving advances mainly of two types : 


1) Small advances given on condition of delivery at 
stipulated price and on stipulated date but carrying no 
interest ; 


2) Advances for delivery at market prices at interest 
varying from 12to 18 per cent. Since these commission 
agents generally work on small margins, their profit depends 
upon the volume of the transaction. They also play a crucial 
role in determining the quality of the produce like the moisture 
content, adulteration etc. From them the produce passes on 
to wholesalers in organised markets for further distribution in 
and outside the State of Crissa, The system of agricultural 
marketing is saddled with a long chain of middiemen and the 
remuneration for their services increases the load of the 
consumer although the producer does not derive a similar 
benefit, but considering the lack of organisation of the farmers 
and their economic weakness, it must be admitted that the 
middlemen perform the great function of oiling the wheels of 
trade. Petty cultivators engaged in making a precarious living 
on their small holding often hail the Bepari as the sole 
means of converting his surplus produce into liquid 
resources. However, the number of middlemen along with 
freight, distance for which the conmimodity is carried and the 
degree of processing determine the price spared. In Orissa, 
while growers used to receive in local sales only 51.5 per 
cent of the price paid to the consumer before the World 
War I!, after the imposition of controls producers’ shares went 
up to 87,5 per cent in rural areas.* 


4. B. B. Mukharjee, ‘Agricultural Marketing in India”, 1960. 
: 5 Ne 
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Storage facilities available in the market is an important 
determinant of the marketing environment. As on 31-12-77, 
number of Centra! and State warehouses were 7 and 54 
respectively having the capacity of 49 and 59 thousand tonnes, 
So far as the Food Corporation of India was concerned, it had 
87 owned and 41 hired godowns having a capacity of 5 
thousand tonnes. According to the ‘‘Economic Survey of 
Orissa’’, storage capacity available under various agencies in 
the year 1973-74 was of the order of 2.20 lakh tonnes as 
against a marketable surplus of 7.50 lakh tonnes. Evidently 
institutional storage facilities do not form a sizable portion of 
the total which leaves the poor farmers at the mercy of nature. 
Adequate storage facilities must be provided to the farmers in 
the villages by establishing a chain of rural warehouses. 


Instritutional Marketing in Orissa 


Since high cost and inconvenience of transport, 
farmers’ ignorance regarding market conditions, unregulated 
practice of bidding, unreliable weights and scales, the main- 
fold deductions made in the markets, a. large number of 
middlemen and their malpractices and the lack of holding 
power due to poverty and indebtedness account for defects in 
the marketing organisation whose solution lies in Co-operative 
Marketing and Regulated Markets. 


Marketing Co-operatives 


The marketing co-operatives in the State may be. 
divided broadly into two categories : namely, the Agricuitural 


Marketing Co-operative Societies and .other specialised 
commodity marketing Co-operative Societies like Jute,Coconut 
Fruits, Cashewnut Marketing Societies. There are two Apex. 
Co-operative Institutions for these Maiketing Co-operatives. 
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«One is Orissa State Co-operative Marketing Federation for 
Regional Marketing Co-operative Societies and the other is 
Tribal Development Co-operative Corporation for Forest, 
Orissa State Produce Marketing Co-operative Societies, 
Regional Marketing Co-operative Societies are the main 
distributors of Chemical Fertilizers to the primary Agricutural 
Co-operative Societies. The Regional Co-operative Marketing 
also undertake Societies processing activities and they have 
their own Rice Milis and Rice Hullers. Some of them own Oil 
Mills and Da! Mills also. 


The Forest Marketing Co-operative Societies collected 
minor forest products worth Rs, 40 lakhs from the tribals and 
other backward classes of hilly areas. The Orissa State Tribal 
Development Co-operative Corporation played a pivotal rote 
and it collected and sold forest products worth Rs.2.61 crores 
in adivasi areas. The other specialised marketing societies 
namely, the jute, coconut, cashewnut and fruits Marketing 
Societies sold their respective goods worth Rs. 7 Rs, 75. Rs 4 
and Rs. 0.2 [lakhs respectively during 1976-77. Table, 3 
shows the progress of marketing co-operatives in the State 
of Orissa during the period 1950.51 to 1976-77. 


Inspite of their phenomenal growth, services made 
available by these co-operatives are less than adequate. The 
Regional Marketing Go-operative Societies are dealing: with 
agricultural commodities only in a limited way. The system 
of linking credit with marketing has not been sufficiently 
undertaken by the societies. Most of the service co operative 
Societies located,at the service centres as well as ‘Growth 
Centres’ need strengthening so as to act as efficient agents 
of fhe marketing societies 5, . 


5. Economics Survey of Orissa, 1971, Bureau of 
Statistics & Economics, Orisga. 
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Table 3 
PROGRESS OF MARKETING CO-OPERATIVES IN 
ORISSA 
Year Type of Number Merber- Working Share capital Sales 
Society ship capital Total contribu- (Rs in 
(in ,000) ted by Govt. lakhs) 
1950 5l Apex 1 93 3 0.12 — 2 
Primary 11 4352 4 12 — 18 
1976-77 Apex 
(Gen) 1 156 2833 143 142 ୪7୨10 
Tribal 1 124 526 198 168 445 
R. C, M.S. 58 22656 2971 293 266 1819 
F. M.C.S. 17 14186 ଓ7 15 14 46 
Cocount 1 462 4 3.1 3 7 
Cashew 2 546 7 2.9 2.8 4 
Jute 2 5:05 63 37 25 75 
Fruits 3 205 0.1 0.02 0.01 0.2 


Source; Co-operative Movement in Or.ssa: Profile 1976-77. 
issued by Registrar, Co-operative Societies. 


Orissa. 


Regulated Markets : 

Regulated market is considered as the only way to 
escape from the existing defective marketing system. It is 
extolled as a boon to farmers on account of following factors. 


1) The producer is free from the exploitation of 
‘market functionafies such as traders, brokers and weighman 
‘who are ‘licensed and function’ ‘under tne control of the 
market Committee: < - te I : ଝି 


2) Marketing charges such as commission, weiQh- 
ment, “hamali’ or- paliedami- are “clearly” “specified “id rigidly 


enforced; 
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3) Correct weighment is ensured by periodical 
inspection and checking of scales and weights, 


4) Disputes between producers and traders regarding 
quality, weighment, deduction etc. are settled on the spot 
through sub-committees avoiding prolonged litigation; 


5) Cash payment on the spot is insisted upon ; 


6) Open auction and open agreement sales eliminate 
underhand and undercover transactions; 


7) Reliable and up-to-date market information, helps 
the producer to plan his sales; 


8) Fair trade practies are ensured through strict 
enforcement of regulation; 


9) Facilities for comfortable stay are available in the 
market area itself, and; 


10) The producer has a voice in the management of 
the market; 


11) The Consumer gets benefit in terms of quality, 
wielght and price. 


_ There were 36 prinicipal regulated markets and 22 
sub-merket yards in the State of Orissa as on 30-9-77.° But 
most of the regulated markets are not functioning due to lack 
of appropriate market yards, sub-markets yards and proper. 
grading facilities. Govt. of India have recently sponsored a 
Central Sector Scheme for ‘development of regulated markets 


6. Bulletin on Food Statistics, 28th. Issue, Directorate of. 


- Economics and Statistics, ns of ‘iAgril & Irrigation of 
India 1678. 
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located in Command areas of Irrigation projects, areas 
important for commercial crops and in economically backward 
areas, Funds have been provided for setting up of 5 
additional Regulated market committees. Marketing surveys 
have been conducted in respect of 16 proposed markets. 
These are likely to be financed by the State Bank of india for 
their development Some of the important steps needed to 
improve the existing conditions: of agricultural marketing in 
the State are : 

i) Markets are to be provided within the spatial reach 

wherever wanting ; 


ii) Villages which are not connected by the fair weather 
roads are to be linked with marketing centres ; 


iii) Facilities for transport to the market centres should be 
provided ; 


iv) Provision of market intelligence in regard to prices of 
different commodities ; 


v) Provision of market yards and sub-market yards ; 


vi) Provision cof basic amenities of market centres wherever 
not available; and 


vii) Supply of timely agricultural credit so as to prevent the 
farmer from the exploitation of the village money lender. 


Marketing of rice 


An attempt has been made in this chapter to’ study in 
brief various characteristics of marketing of rice which is the 
staple food of Orissa. Rice accounts for nearly 70 per cent 
of the cropped area. Due to uniform demand of rice existing 
throughout the State all around the year local-sales of rice are - 
more important than’ its wholesale transactions. Arrivals of 
rice (including: paddy converted into: rice) at wholesale 
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assembling markets, numbering about 100, form an insigni- 
ficant proportion of total production of rice. Table IV 
indicates the trend for the period 1971-72 to 1975-76. 


Table—IV 


PRODUCTION AND ESTIMATED ARRIVALS OF RICE 
IN WHOLESALE ASSEMBLING MARKET IN ORISSA 


Year Production of rice Estimated arrivals as 
"000 tonnes percentage of production 
1971-72 3620 `“ 4.7. 
1972-73 3983 - 5.2 
1973-74 4439 4.9 
1974-75 3166 1.7 
1975-76 4532 6.9 


aie 


Source ;— Bulletin on Food Statistics, Directorate Economics 
& Statistics various issues. 


In Orissa retention of rice by farming households is 
quite heavy. All farmers irrespective :of the size af the 
operation holding try to retain as much paddy as possible for 
own cansumption.as vwell as seed requirements, even though 
the holding capacity of small farmers is comparatively less 
than their rich counterparts. As a result, post-harvest sales 
in their case is conspicuously large (Table- 2). It can be 
observed from Table IV that at the macro level onlya small 
proportion of rice is ‘marketed. There appears to exist a 
direct relationship’ ‘between the quantum of rice production 
and its estimated arrivals in wholsesale markets during the 
period 1971-72 ta 1975-76, 1973-74 being the only exception. 


It is interesting to .note that even though the. demand 
for rice is almost uniform, its supply; from - producers is 
uneven. There is glut i in the market immediately after the 
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harvest leading to a fall in the prices, whereas in the lean 
months prices firm up resulting from failing market arrivals. 
Attempt has been made in Table V to show the perioJ-wise 
arrivals of rice at selected markets in Orissa. 


Table V 


PERIOD-WISE ARRIVALS OF RICE (INCLUDING PADDY 
CONVERTED INTO RICE AT SELECTED MARKETS 
IN ORISSA) (000 qtls) 


re 


Year Oct-Dec Jan-March April-June July-Sept. Total 


1971-72 225. ୨208. 155. 95. 683. 
1972-73 289.1 420.2 230.9 147.5 1087.7 
1973-74 264.3 ଓ3୫80.1 168.6 93.8 906.8 
1974-75 80.7 15.02 73.2 65.4 369.5 
1975-76 104.2“ ୨2୫7.2 113.1 55.0 559.5 


Source : Bulletin on Food Statistics, Directorate of Econo- 
mics & Statistics, various issues, Markets are 
Junagarh. Kesinga, HNawrangpur, Gunupur, 
Sambalpur, Bargarh, Jharsuguda, Balasore, Bhadrak, 
Chandbali, Cuttack, Puri and Jatni. 


It may be observed the table that the maximum 
amount of arrivals are during the period October to March 
which coincides with the harvesting of autumn and winter 
rice. It embodies the policy implication that in order to have 
uniform supply and price position throughout the year and to 
protect the grains from deteriorating in quality, there should 
be enough storage facilites both in the private and public 
sectors. I 


Price of rice does not maintain a: Uniform trend as 


supply and demand of rice do not synchornise. It calls for 
the intervention of the Government by making ° available rice 
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at controlled rates through the public distribution system. But 
the network of fair price shops does not cover the entire 
population of Orissa as indicated in the following table. 


Table-V! 
DISTRIBUTION POINTS iN ORISSA 


re ee a a i 
1972 1973 1974 1975 ୨976 


Number of fair 1°85 4099 115567 10574 1098 
price/ ration shops 

at the end of the year 

Population covered 

(in lakhs) ` 110.5 155.8 160.0 200.0 188.3 
Mid-year population 

of Orissa (in-lakhs) 225.6 230.7 235.8 241.0 246.2 


Source ; Bulletin on Food Statistics, Directorete of Economic 
& Statistic, various issues. 


Even though the demand for Gevernment rice at pre- 
sent is very less due to easy price position in the open market, 
expansion of the public distribution network is necessary to 
meet any contingency. 

The procurement policy affects the marketing of paudy 
and rice in the State of Orissa. During 1974-75, there was a 
levy scheme in the State of Orissa. The Provisions were as 
follows : 

i) 75% levy on millers, 

ii) Levy on hullers 


a) 75% levy on hullers. ର୍ଥ boiling and drying 
facilities. 


b) On remaining lacs with 10 H,P. and above 
at “the rate of 5 tonnes of rice per annum. 
c) For rice milis of more than 15 H.P. 209 quin- 
‘tals in the aggregate, 
iii) Levy on producers of paddy. 


Digitized by srujanika@gmail.com 


54 Economic Profile of Orissa 


Subsequently the levy system was abolished and 
during 1976-77, monopoly procurement through millers’ 
agents was introduced providing for departmenta! purchase of 
handpounded and huller rice and requisition from big produ- 
cers, if necessary. During 1977-73 the wholesale dealer 
licencees were to deliver paddy while wholesale mitler licencees 
are to purchase paddy at prescribed procurement prices and 
to deliver it after milling to Govt. on payment of the price of 
paddy, equivalent to rice together with milling charges etc, 
The procurement prices for 1977-78 in case of paddy were 
fixed at Rs. 77/-, Rs, 81/- and Rs, 85/- per quintal for coarse, 
fine and super fine varieties respectively. But total procure- 
ment of rice being only about 71, 252 M.T. during 1977-78, 
it could hardly influence the supply position in the State of 
Orissa. With the Orissa Rice (Control on Inter-district Move-= 
ment) Order 1973 rescinded in May, 1977 to remove the 
restriction the price/supply position of rice eased and the 
procurement operation pated into relative insignificance, 


Even though procurement drives had been less vigorous 
in recent years with easy supply position with regard to rice, 
its impact on small farmers had been at times adverse due to 
certain new developments. Itis being observed that with 
the announcement of procurement prices, when price receiv- 
able becomes certain there had been a proliferation of 
intermediate traders in agriculturally developed areas like 
Cuttack and Sambalpur districts of Orissa, who by advancing 
money and putting other kinds of: pressures are compelling 
the small producers to part with their marketable surplus. 
They are paid lower Prices in ‘the Pretext of inferior quality of 
foodgrains’ and high. moisture content, After assembly and 
gradation this stock is ‘ultimately. "passed On to procurement 
agents at higher procurement prices, ~ The ‘smal! farmers, 
therefore, are denied the ‘benefits - from gradually, enhanced 
procurement prices due to’ imperfect market } practices, 
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C,H. Hanumantha Rao and K Subbara9, while making 
a study on marketing of rice in India, observed that market 
imperfections may be common to both large and small farmers 
due to lack of infrastructure like poor conditicns of roads 
connecting villages with market places or exclusive to small 
farmerrs only. Small farmers receive lower prices due to 
larger sales at village levei, heavy postharvest sales, each 
farmer's disposal of small amount of the produce and oligop- 
sonistic practices adopted by the money lender-trader.? Unless 
improvements are effected in all four fronts, i.e,, place and 
time of sale, quantity sold and agency to whom sold. there is 
{little hope for the small farmers to reap marketing economies. 


Even if it may not ‘be possible for the Government to 
provide for all marketing facilities, a few steps may be taken 
on a priority basis. The Government may set up a few markets 
in rural areas alongwith warehousing facilities, connected by 
road with major wholesale markets. The Government may 
also enforce the use of correct weights and measures which 
can protect the innocent farmers from unscrupulous cheating. 
Developed marketing is sine qua non of ‘agricultural 
advancement. ~ 


7. C.H..Hanumantha Rao & K, Subbarao, “‘Marketing of Rice 
in India. An Analysis of the Impact of Producers’ Prices 
.on Smail Farmers” Indian Journal of Agaricultural Econo- 
‘mics, April-Juné 1976-Vol. XXXV, no. 2: 
© 
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CHAPTER 5 


RURAL INDEBTEDNESS IN ORISSA 


Technically credit and indebtedness do not mean the 
same thing. Credit denotes ability to borrow and indebted- 
ness denotes the amount borrowed or amount of loan. 
However, in actuality, credit and debt are two aspects of the 
same thing because debt is incurred when credit is allowed 
and availed of, Hence the terms ‘‘credit”® and “debt” are 
used interchangeably. Similarly, indebtedness refers to a 
state of being in debt So the terms ‘‘debt" and ‘‘indebted- 
ness’’ have been used interchangeably, 


Indebtedness by itself is not necessarily an index of 
economic weakness. If the debt or loan amount is used 
productively, it will generate additional income, enhance the 
repaying capacity and thereby the loan is made self-liquida- 
ting. As.in the.case of. business, so also. in .the case of 
farming, ‘credit supports the fatmer,:--As early. as: 1928, the 
Royal Commission .on Agriculture “had;:concluded “that the 
most powerful obstacle in the path of rural- :developmentcand 
the most crushing burden on the people’in indebtedness. It is 
a burden if indebtedness ‘‘creates a spirit of carelessness and 
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continuvus dependence’ in stead of ‘‘strengthening the weak 
and the wavering legs’ to stand on their feet. fin Orissa 
about 92 per cent of the total population live in villages and 
more than 77 per cent of the working population depend on 
agriculture for their living. The rate of economic develop- 
ment depends mostly on the tempo of agricultural develop- 
ment. In order to bring about a significant improvement in 
agricultural production and productivity by using modern 
input, what is most needed is the provision of credit or loan 
which is cheap, adequate, prompt ard productive. 


The burden of rural debt can be explained in terms of 
the (a) purpose for which debt is mostly incurred, (b) the 
source from which it is received and the evils associated 
with the source, and (c) the classes of people who are 
entrapped in it and the adverse effects of it on them. 


That the rural! debt is mostly unproductive has been 
pointed out on several occasions. The principal reasons for 
the unproductive nature of the rural debt have been stated to 
be : (a) ‘‘basic reasons’ like uncertainties of weather, soil 
conditions and the small-size holdings, and (b) alterable 
reasons like low prices, increase. in population, high interest 
rates, The farming operations in our country are at a subsis- 
tence level and the average cultivator in India does not have 
much resources to support himself and to spare the necessary 
finance for his farm. The frequent failure of crops due to 
flood, drought and pests, loss of cattle, due to epidemics and 
droughts, social ceremonies like marriage and other rituals, 
compel the farmer to contract a debt. Except the loan incurred 
for buying cattle, all other types of loans are consumption 
loans, When-ever the current income becomes either un- 
certain or inadequate compared with the expenditure needs, 
the average farmer runs into debt. As these loans do not 
enhance his repaying capacity, they become a dead-weight 
burden. Therefore the saying goes that in India, the farmer is 
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born in debt, lives in debt and dies in debt and thereb/ passes 
on the burden to his successors. This is what is called the 
cycle of rural indebtedness, 


The burden of rural debt also springs from the pro- 
blems associated with the source of borrowing. The rural 
households take most part of their loans from private agencies 
like landlords, traders and mostly from money-lenders. These 
loans have several defects. They are oppressive because 
they carry exorbitant rates of interest. They tend to become 
perpetual because of the fraudulent practices of the money 
lenders in the matter of account keeping They are explo- 
iatative because the private agencies compe! the debtors to 
sel! their output to them after harvest when prices are usually 
low. Loanis treated as part of the advance payment of the 
purchase price of the farmers’ output, Under the heavy weight 
of indebtedness, the poor peasantry is often compelled to sel! 
away lard and turn into the position of the landless labourers. 
In otherwards, debits from private sources breed concentration 
of land ownerships on the one hand and swells the number of 
the agricultural proletariat on the other. It works like a 
vicious circle and makes indebtedness chronic. 


The final reason for the burdensomeness of rural debt 
stems from the fact that such debts are incurred by the rural 
poor composed of the landless labourers, the agricultural 
labourers, the small and marginal farmers, the tenant farmers, 
the village artisans and the low asset holding families. The 
small and the marginal farmers have small capacity t9 
produce; they depend on the market for consumption and So 
are hard hit when there is rise in prices. ‘Unless sufficient 
finance for production is provided for the various categories 
of economically important and socially disadvantaged 
farmers, they have no other altefhative to the money lender. 
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Type of credit nceded to break the vicious circle 


The Agricultura! Census of 1970-71 revealed that 
marginal (up to 1 hectare) and small (up to 2 hectares) 
holdings constitude 70 per cent of the total! operational 
holdings in India. The R. B. 1. study conducted in 1968-69 
showed that small farmers produce 25 per cent to 50 per cent 
(depending on the location) of the gross value of agricul- 
tural output. So they account for a considerable proportion 
of the .country’s agricultural production. Modern agricul- 
tural techonology has shown that smal! holdings of the size 
of 3 to 5 acres can become viable, Viability means (a) 
ability to acquire net income to meet consumption require- 
ments above the subsistence tevel and generate investible 
surplus, (b) ebility in the matter of acival capital formaticn in 
the form of productive assets, (iii) having excess of cssets 
over liabilities, and (c) creating growth potential. The need 
of the hour is adequate provision of what has been called 
“rural-minded’’ credit and ‘‘supervised credit’’ by institutional 


agencies which will ensure productive investment and enable 


the smal! farmers to rise on the economic scale. 


Dimension and Nature of Rural indebtedness. 


Several estimates have been made at different times to 
show the dimension of rural indebtedness in the country as 
a whole. Though the figures require adjustment on account 


of price changes in different periods, yet the absolute 


figures indicate the growth in the volume of indebtedness. 
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Table-1 
TOTAL RURAL DEBT OF CULTIVATING FAMILIES 


(Figures in Crores) 


Year Ind:a Orissa Source 

Lr NS ETE EE 
1895 45 N.A. Nicholson 
1911 200 N.A. Maclegan 
1930 900 N.A. Central Banking 

Enquiry Committee 1931 

19.7 15600 N.A. Reserve Bank of India 
1951-52 750 23 All India Rural Credit 


Survey 1951-52 


1961-62 2788.93 931.17 All India Debt and 
Investment Survey 
1961.62 


1971-72 3921 74.13 All India Debt & 


investment Survey, 
1971-72 


The table goes to show that the volume of indebtedness 
in India as well as in Orissa has gone on increasing 
continuously. 


Tabie-2 
AVERAGE DEBT OF CULTIVATING FAMILIES 
(in Rupees} 


_ Year india Orissa 
1 CR 3 
1951-52 210 84.3 
1951-62 205.4 54.9 
1971-72 611.96 234.98 


The table shows that the average debt of the cultivating 
families is consistently rising. Between 1961-62 and 1971-72, 
the dimension of the increase is significant. 

[9 
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Table 3 


PERCENTAGE SHARE OF 1HE DIFFERENT 
SOURCES OF RURAL CREDIT 


1951-52 1y51-62 1971-72 
India Orissa india Orissa tndia Orissa 


Institutional 


{a) Govt, 3.3 1.4 2.6 4.19 7.1 N.A 
{b) Co-opera- 3.1 2.7 15.5 6.57 22.0 11,4 
tives 
(c) Commercial 0,9 nil 06 Mn 2.4 N.A. 
banks 
(d) Others a — ~—- - 02 N.A 
Totals. RR ec Re 18.7 10./6 31.7 18,4 


Non-institutional 

{a) Land lotds 1.5 — 0.6 0.19 8.1 N.A, 

1b) Relatives 14.2 - ୫.୨୭ ଓ.82 ‘31 NA. 

{c) Traders 5.5 — 8.8 19.85 8.4 N.A. 

(d) Agricuttural 1249 6.3 36.60 43,906 23.0 NA, 
money tenders 


{e) Professional 44.8 82.9 132 — 13,1 N.A, 
(f) Others 1,8 67 1.9 1148 2.6 N.A., 
Total....ccens 92.7 ୨5.9 ୫13 ୫9-24 83 ୫1.6 
Grand Total. 100.00 100.00 109.00 100.00 100.00 100.00 


Source—All India Rural Ctedit Survey Vol. 11,1954, 


The above total reveals that atthe all-lndia level, 
the share of the non-institutional agencies has fallen 
considerably by 1971 -72, but their share continues to bé more 
than 80 per cent by 1977-78 in Orissa. This implies that in 
Crissa the cultivating households and ina small sense, all 
rural households, continue to suffer froma greater degree of 
‘exploitation and other evils associated with the private agency 
loans. 


¥ 
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In 1970-71 in Orissa, the rural poor consisting of 
the landless, the marginal and the small farmer, constituted 
78 . 94 per cent of all rural households which is higher than 
the all-India proportion of 78,10 per cent. It has been shown 
that at the all-India level, small cultivating households had 
an average income deficit of Rs. 315/- (average annua! 
expenditure minus average income for household ) and 
agricultural labour households, had an average deficit of 
Rs. 134/-and 63 per cent of the total small cultivator house- 
holds and 60 per cent of the total agricultural labour house- 
holds were in debt. In Orissa in 1971-72, cultivator households 
having land of less than 5 acres constituted 66.8 per cent of 
the total cultivator households: agricultura! labour households 
were 12.5 per cent of the total ruial households; landless 
households were 22.82 per cent of all rural households and 
households having only one acre holding were 4.84 per cent 
of all rural households. In Orissa, the non-cultivating wage 
earness and the small cultivators have a deficit of Rs.108/- 
and Rs. 228/.per year resrectively, This situation gets 
ntensified in periods of slight dislocation of normat 
iproduction 


The Agr'cultvra! Census of 1970-71 mentions that in 
India food crors predominate in tne holdings of the size of 
less than 2 hectares. This is more applicable to Orissa 
because here more than 83 per cent of the gross cropped 
area is devoted to food grains productions and of this more 
than 71per cent is devoted to rice cultivation. Orissa is mostly 
single crop eccnemy and scope for multiple cropping is 
limited by poor. irrigational coverage and non availability of 
other inputs. The natura! calamities play havoc with the 
paddy crop bringing serious instabilities in the income of the 
poor farmers and exposing them to perpetual indebetedness. 


The extent of the rural pauperisation. can be known 
from the changes in the components of the rural population 


~ 
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in Orissa betwevn 1961-71. In 1951 cultivators were 43.53 
iakhs and agricultural {labourers were 13.03 [lakhs. But in 
1971 the former became 33 68 lakhs and the latter 19 37 
iakhs. This trend can be said to be partly due to the fact 
that some small and marginal farmers have been compelled 
to sell away their and under the pressure of heavy indebted- 
ness, Other factors whith might have played a part are the 
slender resources and low credit of the farmers. inaking 
farming a difficult preposition and the land-grabing tactics of 
the powerful rich farmers. In Orissa in the case of the 
lowest 10 per cent of the rural households, the average valve 
of the assets has risen from Rs. 191.72 in 1961-62 to 
Rs, 216.84 in 1971-72, But in the case of the highest 10 
per cent of the rural households, the average value of assets 
has gone up from Rs, 17011,19 in 1961-62 to Rs, 23231.37 
in 1971-72. Thus indebtedness of the weaker sections 
happens to be one of th2 important causes keeping the 
households in the low assets group permanently, 


fn 1951-52 at the all india level, it had been found 
that medium and small cultivators were in need of consump» 
tion credit to a greater extent than the big and large cultiva- 
tors. The proportion of borrowing for family expenditure to 
total borrowings from all sources was 59.8 per cent in the 
case of small farmers (with average holding of three acres) 
but the proportion in respect of big farmers was low at 37.2 
per cent. fn 1961-62 the percentage of unproductive 
borrowing to the total borrowing made by all cultivating 
families was as high as 53,7 per cent of which, litigation 
claimed 1.3 per cent and repayment of debt 5.8 per cent The 
percentages would have been higher for weaker families as 
their incomes have been shown to be less than current 
consumption expenditure needs. The all india Debt and 
Investment Survey of 1971-72 put the consumption-credit 
needs of the land-less, the village artisans and the marginal 
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farmers at 340 crores and of the smaller farmers at Rs. 250 
crores. Butthe Sivaraman Committee, 1976, put the needs 
of the landiess and farmers having holdings up to 0.50 acres 
at Rs. 170/- crores and of the farmers having holdings 
between 0.50 acres to 5 acres at Rs. 125 crores. These are 
underestimates of the actusl credit needs. But they go to 
show that the propensity for unproductive debt of the weaker 
section in rural India continues to be high. 


The all India trend holds more true in the case of 
Orissa. in 1961-62, taking the asset group of Rs, 1000-2500 
as weak, it is seen that about 63 per cent of the household 
loans of the weak were meant for consumption expenditure. 
The percentage consumption loan in Orissa was thus higher 
than the all India figure of 46.6 per cent. 


It shows that weaker households were more burdened 
with unproductive debt in Orissa. 


The exploitation of the weaker households by the 
private agencies which continues can be known from the 
following analysis. The Orissa Moneylenders’s Act had 
been passed in 1939 and was amended in 1947 and 1951. 
The Act did not limit the rate of interest nor did it prescribe 
the maintenance of accounts in proper form, Even under 
the amended Act nf 1951, the licencing of the money lenders 
was not made obligatory. It simply provided that a money 
lender if not licenced could not seek protection by courts to 
recover loans. It envisaged that the interest amount could 
not exceed the principal amount. It has been found that in 
1951-52, money lenders charged interest at rates even 
higher than 50 per cent. The families were taking about 86 
per cent of their loans at rates higher than the stipulated 
rates. The loans incurred by these families carried interest 
rates of 25 per cent and above. Al! these show .that money 
lending legislation has little effect on the dimension of rural 
debt. ° 
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In 1961-62, the rural weak families continued to be 
exploited by money-lenders. If we treat households up to 
the asset group of Rs, 1000-2500 as weak.we find that in 
1961-62, the average loan per household was Rs. 56.8. Out 
of this Rs, 37.7 was provided by the money-lenders. Thus 
the percentage of average loan provided by the money 
lenders constituted a little more than 66 per cent of the total, 
The position did not improve in the 70°’s. The lack of 
adequate assets for the purpose of mortgage acted as a major 
constraint on the availability of institutional credit including 
that of the co-operatives. This is borne out by the Annual! 
Draft Plan (1976-77) of Orissa which puts the short-term 
credit requirements at 89 crores for 1975-76, out of which 
the share of the co-operatives and the commercial banks was 
only 23 crores, which is 26 per cent of the total! requirements. 


The pattern of borrowing of different economic 
qroups in India reveals that in 1951-52, loans by big cultiva- 
tors accounted for 58.1 per cent and that of the small 
farmers 9.8 per cent so far as the Governmental! sources were 
concened. The borrowings of big farmers constituted 4 per 
cent and of the small farmers 1-7 per cent of the total 
borrowings of atl cultivating families from co-operatives. The 
position did not improve in 1961-62, It. has been shown 
that.at the all-India .level rural households belonging to the 
asset groups of less than Rs. 2500 took only 16-5 per cent 
of the total institutional lending whereas the households in 
the asset group of Rs. 20,000 and above took 43.2 per cent, 
showing that-the affluent households have been more 
benefited. 


By looking to the overdues pattern of ‘the co-operative 
credit, itis found that in 1961-62 overdues of the large 
farmers was moie which implies that they had cornered a 
substantial ‘portion of co-operative credit. It is evident from 
the Report of the All India Rural Ciedit Review Committee, 


eo 
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1969 that a major portion of the co-operative loans had been 
taken by those having more than 5 acres of land and the 
credit so obtained by these affluent sections was often used 
for lending at higher rates of interest. In 1973-74, 29.5 per 
cent of the co-operative loans went to cultivators having 
land up to 2*hectares, but 65.5 per cent of the loans went 
to those having more than 2 hectares. All these show 
that big farmers, instead of making productive use of cheap 
institutional..credit, are rather -doing profiteering business 
with it and‘are: exploiting the weaker sections .in the rural 
areas. 


The scene in Orissa is still worse. If averaje debt by 
a cultivating family in 1951.52 was Rs. 111.6 and Government 
and Co-operatives together accounted for 9 per cent of it, it 
follows from-this-that the benefits of co-operative credit were 
mostly reaped by large farmers leaving the small ones to be 
exploited by the private credit agencies. 


In 1961-62, households in’ the asset group of less 
than Rs, 550/- had‘debt per household of Rs. 13,1. Out of 
this the share of loan from Government and co- operatives was 
only Rs. 1.4. The institutional agencies thus provided only 
about 10 per cent of their per household debt. But in the 
case of households in the asset group of Rs. 2500.5000, 
these agencies provided 28 per cent of their household debt. 
The institutional credit thus worked in favour of the higher 
asset-holding households. . 


In 1960-61, in the total co-operative outstanding loan, 
the overdues were 20 per cent and they rose to 66 per cent in 
1970-71 and up to 4971, small farmers had not come within 
the co-operative fold. This leads one to the. belief that large 
farmers were benefited from cheap Co- operative loans and 
they also used it for profiteering business. The N.S. .S. report of 
1970-71 showed that the majority of small farmers could not 
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get credit facilities on account of inadequate assets, These 
families have continued to depend on private agencies for 
consumption loans. Thus, it may be concluded, that weaker 
families in rural Orissa are in a very impoverished state under 

-the heavy weight of indebtedness and the concomitant exploi- 
tation even in the 1970's. 


Recent measures for relieving the burden of indebtedness : 


The Small Farmers’ Development Agency and Marginal! 
Farmers’ and Agricultural Labourer's Development Agency 
were two important schemes, executed by the Government of 
India during the Fourth Five Year Plan period with the object 
of identifying the weaker families in rural! areas and helping 
them to attain economic viability, In Orissa, in 1971-72S.F.D,A 
projects were started in Dhenkanal, Bolangir and Ganjam Dist-. 
ricts and M.F.A.L. projects in Cuttack and Keonijhar districts. 
By 1973-74 in the S.F.D A. projects 140,991 beneficiaries 
were identified, but of these 91,193 persons were enrolled as 
members of the Co-operatives. Similarly in M.F.A.L. projects 
74,583 persons were identified as beneficiaries, but only 
35,435 persons were en rolled as co-operative members, 


It was from the December, 1972 that conditions for 
membership of smal! farn.ers were liberalised in Orissa. 


With the announcement of the 20 point progra.nme 
in July 1975, several steps were taken which had some direct 
and indirect effects on the reduction of indebtedness. 


(a). Immovable Property. Regulation Act for scheduled 
Tribes enforced in Orissa in 1956 was effectively implemented 
for controlling alienation of land by the tribal people. 


.(b) Distribution of Government waste land among 
scheduled castes .and tribes was expedited. 


(c) .Bonded Labour: ABolition:Act was. passed:in. 1976, 
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(d)- Maximum wage was fixed at Rs. 4/- per day from 
January, 1976. 

(e) Dadan' labour was regulated. through an Act 
enforced from January, 1976. 


(f) Orissa Money-lenders’ Act was amended in 1975. 
It provided for compulsory registration, proper enforcement of 
the stipulated interest rates, heavy penalty for non-registration 
and non-production of documents to the ‘authorised govern- 
ments and a moratorium on the realisation of loans from the 
debtors. 


(g) Immediate release of funds from the Chief 
Minister's Relief Fund to provide necessary finance to enable 
weak farmers to enrol themselves as member of the co-opera- 
tive societies. 


(h) Buying out farmer’s output at the declared 
government price and thereby assuring reasonable price 
support. | 


(i) Providing essential commodities at controlled 
prices through licensed dealers. 


(j) Establishmentof Regionat Rural Banks to cater to 
the needs of the weaker sections of the society in the rural 
areas. Credit was to be provided against viable projects. It 
was expected to be need-based and ‘supervised’ credit, 


The establishment of the Credit Guarantee Corporation 
in 1971 envisaged the grant of short-term loans up to 
Rs. 2500/- for each individual small farmer and Rs. 10,000/- 
as long-term: foans. In the event of loss. the corporation was 
to reimburse’ the amount up to 75 per cent of the limits fixed 
for short-term and long-term loans. 


Under the rule of the Janata Government-in Orissa, Food 
for work Programme was ‘pursued to’ provide ° employment 
opportunities to the tribal popujation. The Government tried 
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{fo taka steps to revitalise the weak co-operative societigs by 
contributing ‘to their share capital and to execute land 
imorovement programmes through the Agricultural Refinance 
and Development Corporation of india. There was also an 
increase in the number of branches of the commercial banks. 


A few suggestions 


{1) Loan procedures should be simplified. 


{2) Interest rate on bigger loans should be relatively 
higher to prevent cornering of credit by the affluent farmers. 


(3) There shouid be credit rationing in relation to 
farmers having different land holdings This would prevent 
relending for speculative purposes. 

(4) Credit should be given against viable schemes. 

(5) Regular supervision to ensure that the credit is 
used for the stipulated purposes. 

(6) Provision of credit should be accompanied by 
provision of other inputs. 

(7) Rural! savings are to be invested in the projects of 
rural developmeat. 


(8) The marketable surplus should be purchased 
directly by the Government. 


(9) Loss sustained by the farmers for factors beyond 
their control should be reimbursed from some organised 
agencies like the insurance companies. 
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AGRICULTURAL LABCURERS IN ORISSA 


Agricultural labourers, who form a littte more thar 
28 per cent of the total working population in Orissa, with 
nearly 45 per cent of them being landless, constitute the 
single largest socially and economically backwai:d section of 
the population in our State. Therefore, any menningful 
economic development of the State must necessarily mean 
elevation of the standard of living of this vast mass of 
population suffering all along from the backwash effects of 
the process of economic growth. The agricultural labourers, 
particularly the totally landless workers, are among the 
grossly under-utilised labourers in the primary sector. On 
account of the population explosion, the landless workers 
are generally an increasing proportion of the labour force in 
agriculture, leading to the growth of virtually an “agricultural 
reserve army” tending to depress the wage-rate. Added to 
this, the prevalence of abominable practices like bonded 
labour and caste prejudice tend to depress agricultural 
workers to an ever declining. status in the village hierarchy. 
Farmers who own land but very littie of it are more or jess 


The author is grateful to Dr. K, M. Patnaik, Professor 
of Economics, for his valuable suggestions & guidance to 
improve the paper, 

Ls 


Digitized by srujanika@gmail.com 


Agricultural Labourers In Orissa 71 


in the same category and are particularly vulnerable to the 
factors that tend to deprive them of the little patches of land 
they own. These groups are, as Myrdal points out, foredoo- 
med to be passive and not in a position to experience incen- 
tives to increase their labour input and labour intensity, 
unless special steps are taken to pullthem up. If, as the 
“Fourth Five Year Plan (A Draft Outline)’”” mentions, the test 
of earnestness about Socialism lies in making every citizen 
feel that ‘‘he is at once the participant and the beneticiary of 
the process of development”; it is imperative that this 
numerically large section of agricultural labourers be afforded 
incentives to participate in the process of rural development 
increasingly by a process of institutional changes. 


Definition and Size of Agricultural Labour in Orissa : 

Agricultural labourers have been defined in a way 
different from the industrial workers in view of the peculiar 
features of agriculture. They cannot be categorised as skilled, 
semiskilled and unskilled because the nature of work in 
agriculture is such that one has to undertake more than one 
type of job and as such, cannot specialise. The employer- 
employee relation obtained in manufacturing industries does 
not exist in agriculture, as use of family labour is prevalent on 
a large-scale and agriculture is conducted notas a business 
‘Dut as a means of subsistence. 

There are two types of definition of agricultural labour: 
{i) on the basis of occupation of the worker, (ii) on the basis 
of source and amount of income. According to the first type 
of definition, agricultural labourer is one, who engages himself 
on wayge-employment in agriculture for half or more of the 
working days in a year. The second type of definition regards 
agricultural labourer unskilled and unorganised and has 
nothing but physical labour to offer Therefore, it detines 
agricultural labourer as one, whose main source income is 
wages from agriculture, 
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Tha agricultural labourers in Orissa can be broadly 
classified as follows:- 


(1) Landless labourers, who cre attached to big landed 
estates. The practice of bonded labour was prevalent in 
Ganjam, Koraput and Kalahandi districts. This is popularly 
known as “Gothi” system. A significant proportion of 
attached labour consists of children employed for grazing 
cattle. The system of wage payment to them shows wide 
variations Usually they are provided free boarding and 
lodge in the master’s house. 


(ii) Free landless labourers, who work exclusively for 
others. 


(iii) Small and marginal farmers, who do not have 
sufficient land to provide themselves emplcyment the year 
round and, as such, devote most of their time working for 
others. 

(iv) Surplus members of the Jarge-sized families 


with economic holdings. ¢ 


As per the 1971 Census, the major concentration of 
agricultural labour is in peninsular India and Uttar Pradesh, 
Bihar, Orissa and West Bengal, The: total number of 
agricultural labourers in Orissa stands at 1, 937,574, which 
comes to 4. O08 per cent of the all india total. Agricultural 
labourers constitute 36.53 per cent of the total workers 
engaged in land and 28.32 per cent of the total working 
population in the State. Women agricultural labourers 
constitute 20,59 per cent of the total agricultural labour, i. €., 
in every 5 agricultural iabourers, one is a .woman. This is 


lower than the all India ratio cf 1:3 between female ard male 
labourers, 


A comparative study of the change'in the size of the 
agricultural labour over the decade 1961-71 can: now be 
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made. In 1961, the total number of agricultural labourers in 
Orissa was 1, 303, 511 and they constituted 17. 01 per cent 
of the total working .populetion. The corresponding figure 
for 1971 is 1, 937, 574 and 28.25 per cent respectively. {tis 
evident that the size of agricultural labour force has increased 
in absolute as well as relative senses over the decade. 


A part of the change can be accounted for by the 
chenge in the definition of the term ‘‘worker’' in the Census 
of India, 1971 as compared to that in 1961. In the former, 
one is considered as agricultural tabourer if he is mainly 
engaged in some other's field on wage payment even though 
he owns some jiand that hardly provides adequate employ: 
ment throughout the year, So, persons classified as 
marginal farmers in the 1961 Census have possibly been 
included! as agricultural labourers in the Census of India, 
1971. 


Besides, when the families are divided in course of 
time. according to the law of the land, the properties, both 
movable and immovable, are divided equally among the 
heirs. Consequenttlv, the marginal economic holdings turn 
outto be uneconomic and inadequate enough to provide 
sufficient employment to the farmers throughout the year and 
the inclusion of the marginal farm :rs appears to have pushed 
up the figure of ajricu!tural labourers. 


Inter-district Variation 

ihe districts like Salasore, Cuttack, Puri and 
Dhenkanal have registered very high rates of increase in 
agricultural labour force. The rates of growth of agricultural 
labour in the districts like Keonjhar, Kalahandi, Bolangir, 
Sundargarh and Mayurbhanj are comparatively low. {ft is 
interesting to note that the districts experiencing relatively 
low rates of increase in the number of agricultural labourers 
are the ex-state areas. °. 
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A possible explanation of this uneven change in the 
agricuttural labour force is the change in the definition of tne 
term ‘worker’ and the pecuiiarities in the size of land-noldings 
in different districts. As we know, the small and marginal 
farmers have been included in the ciass of ajricuitural labour 
in 1971. So, it is quite natural that the number of agricult- 
ural labourers in 1971 as compared to the figures of 1 96/1 
will increase more in the districts with large number of small 
holdings. The chances of agricultural labourers increasiny 
rapidly are more in the districts where the average size of the 
holdings among the small farmers is comparatively less 
because with the passage of time, when the holdings are 
shared amongst the divided families, the class of agricultural 
labourers will be pushed up further. 


The Census report reveals that the average size of 
holdings among the small and marginal farmers is very low in 
in the districts like Puri, Cuttack. Ganjam, Dhenkanal and 
Balasore, which have witnessed relatively greater increase in 
the size of agricultural labour, with the exception of Ganjaim. 
But the extent and the increase in the number of agricultural 
labour in Ganjam is not less though the rate of growth is not 
as high as in the other four districts just mentioned. This can 
be accounted for by the fact that the percentage of literacy 
being relatively high in the district, a proportionatelv larger 
number of literate labotir might have migrated to nereby 
Koraput district in search of work in the newly developed 
industries. The districts with relatively large average holdings 
inthe small farms group have experienced relatively less 
increase in agricultural labour. 


There is a positive and significant relationship 
between the farm-size in small farms group and the rate of 
increase in the size of agricultural labour force in the different 
districts of Orissa. It supports ouy reasoning in. this, matter, 
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Most of the districts where the large farms include a 
relatively larger percentage of cultivable area, have 
witnessed a rapid increase in agricultural labour force, 
Mavyurbhanj seems to be an exception. A substantial part of 
the increasing labour force in Mayurbhanj might have been 
employed in the vast mine areas in the district and also might 
have migrated to nearby Tatanagar in search of employment, 
as a result of which, the number of labourers dependent on 
land has not registered a remarkable increase. When the 
percentage of land held by large farmers on an average is low, 
the agricultural labour force has increased comparatively slow. 
The deviation in case of Dhenkanal can be attributed to the 
non-existence of other avenues of employment and limited 
employment opportunities in agriculture without multiple 
cropping due to tack of irrigation facilities. We can, there- 
fore, conclude that average size of holdings in the hands of 
large farmers is positively related to the rate of increase in the 
number of agricultural labour. If proportionately larger 


cercentage of la: d is held by the large farmers, then less land 
wil} be left for sharing among small farmers so that many 
individual holdings will be inadequate enough to provide 


employment to the owners throughout the year and as such, 
they work on others, fields on wage-payment and swell up the 


class of agricultural labourers. tt follows frcm this that the 
imposition of ceiling on land holdings will make available a 
higher percentage of cultivable surplus land in these districts 
for re-distribution among the landless labourers. Besides, 
the benefits from the imposition of ceilings will prove more 
correct in the future as more land will be available in these 


districts where the agricultural labour force multiplies ata 
faster rate. The general belief that imposition of ceiling will 
not benefit the large part of landless labourers in the densely 


populated coastal districts ddes not seem to be correct. 
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It is quite natural to think that the rate of growth of 
population in the district will datermine the rate of increase 
in the size of agricultural labour force. But we do not find 
any such correlation between the rate of growth of population 
and the rate of increase in agricultural labour force in the 
districts of Orissa. Most of the districts, registering relatively 
high rates of growth in population have not witnessed the 
maximum rate of increase in agricultural labour. For example. 
Sundargarh and Koraput districts have witnessed maximum 
rates of growth of population in the State. But the increase 
inthe size of agricultural labour force in these districts is 
comparatively low. Districts like Balasore, Curtack and Puri, 
with the highest percentage increase in labour force, are not 
the ones registering the highest rate of growth in ponulation. 
So we do not find any co-rrelation between the rate of growth 
of population and the rates of increase in the agricultural 
labour force. 


Differences in the wage rates of agricultural labourers 
between districts is probably a factor for the uneven increase 
in the agricultural labour force. High wage rate prevalent 
may induce more of unemployed persons to join the agricult- 
ural labour class and as such, the Jatter increases at a faster 
rate. Comparatively low wage rate will not induce a rapid 
increase in the size of agricultural labour force. An analysis 
of the wage rates for male and female agricultural labourers 
between 1960-61 and 1971-72 in the different districts 
shows that vw/age rate, on an average, has been relatively high 
in districts like Puri, Ganjam, Cuttack, Dhenkanal, Sundargarh 
and Balasore. These are the Districts excepting Sundargarh 
where agricultural labourers have increased at a faster rate. In 
Sundargarh district, because of the Rourkela complex of 
industries, the earnings of the industrial ,workers might be 
very high and as such, the wage rate of the agricultural 
workers may turn out to be comparatively low so that the 
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workers are not attracted towards agriculture. Therefore, in 
spite of high absolute waga rates in the district, the rate of 
increase in the number of agricultural labourers remains low. 
The average wage for agricultural {ibourers is very low in 
Keonjhar, Bolangir, Mayurbhanj, Kalahandi and Koraput 
districts. In these districts, the rate of incre ise in agricultural 
tabour force is very low too. 


Probable Causes of the Inter-district Variation in ¥YYage 
Rates: 


A study by P. K. .Bardhan for the States may bc a 
guide in this direction. His study reveals that the wage rate 
of agricultural labourers is the highest in Kerala, though 
agricultural productivity is the maximum in Punjab and 
Haryana. The agricultural , labourers in Kerala are more 
urganised. Burdhan has attributed their high wage rate in 
Kerala to the trade Union activities. Incidentally, Kerala has 
the highest percentage of literacy in the country, leading to 
greater consciousness and pull in the direction of unionism. 
It can be concluded that the more conscious the labouers are, 
the higher the wage they would bargain for themselves. 
Orissa, in general, does not have trade unions among the 
agricultural labourers. It is not unreasonable to assume 
that the percentaje of literacy is the indicator of the Cegree 
of consciousness of the people. If s)>, the more literate 
districts will be assumed to have a relatively more conscious 
labour ponulation and, on the basis of Bardhan’s findings. 
the wage rate will be comparatively higher in those districts. 


This is very much true of Orissa. The persenta:;e of 
literacy is higher in Cuttack, Balas)yre Puri, Dhenkanal, 
Sambalpur ard Ganjam districts, ihe wage rate of agricult- 
ural labourers is higher in these districts too. Sundargarh 
district offers higher wage to agricultural labourers even 
though tne literacy percentage in the district is not high. 

». 
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But we have already explained that the high wage rate in 
this district is due to the spread-effects of the Rourkela 
complex. Bolangir, Mayurbhanj, Kalahandi and Koraput 
are the districts not only with low percentage of literacy, but 
also with low wage rates of agricultural labourers over the 
decade, on an average. There isa positive and significant 
co-rrelation between the level of peopl2’s consciousness as 
reflected by the percentage of literacy and the level of wage 
rate. 


To help the agricultural labourers by way of higher 
wages, efforts may be made to arouse their consciousness 
by increasing the percentage of Iteracy in the poorer districts 
of the State and among the agricultural labourers as well, 
Literacy among the agricultural labourers can be increased 
through adult education. In this connection, it is worth 
mentioning what Myrda! says about the ‘supreme importance 
for development of rapidly stamping out illiteracy by means 
of an adult education campaign.” To ensure a conscious 
poorer class in the future, primary education should be and 
has rightly been emphasized in Orissa, 


Economic Condition of Agricultural Labourers 


That the agricultural labourers are leading a miserable 
life is beyond contention. In Orissa, their position is worse 
compared to other States. Orissa is an extremely low-wage 
State. The wage rate of agricultural labourers in Orissa was 
Rs. 1. 90 in 1970-71, while the corresponding figures for 
Punjab and Haryana were Rs, 4 , 97 and Rs. 4. 46 respecti- 
vely. In Orissa, an agricultural labourer receives 33 per cent 
of what his counterpart gets in Punjab. The all-India average 
wage rate of Rs. 2.87 in 1970-71 is much higher than the 
wage rate prevalent in Orissa in that Year. 


The picture becomes still worse by the fact that the 
agricultural labourers as per Ruzal Labcur Enqiry ( 1964-65 ) 
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do not get employment for more than 8 months. The employ- 
ment position for the female labourers on land is still worse. 
An estimate by Parthasarathy and Rao shows that the per 
household income of agricultural labourers in Orissa was 
Rs, 1,113 55 in 1970-71 which compares very unfavourably 
with the corresponding figure for Punjab estimated at 
Rs. 2,813,77. The per capita income of agricultural workers 
in Orissa and Punjab are Rs. 249.07 and Rs.509.74 
respectively. These figures indicate the relatively worse 
position of the agricultural labourers in Orissa compared 
to their counterparts in other States of the country. 


Their relative position is equally bad within the State 
also. The per capita income of Rs. 249.07 for agricultural 
labourers is half of the per capita income for all classes 
estimated at Rs, 496.00. fin Orissa, an average agricultural 
labourer receives half of what an average person earns. 


Many of them do not have any asset worth the name 
to fall back upon at the time of iliness or unemployment. 
About 44.76 per cent of the agricultural labourers do not own 
any cultivable land. 


Their helplessness has been exploited to the maximum 
by the “‘rural-haves’ and they have been reduced to the level 
of sub-human living. As B. Santra puts it, they are almost 
on the survival level. To be more exact, they are [ying 
within the ‘tolerance interval’ i, e., between the subsistence 
and the survival level, The distinction betxveen the subsis- 
tence and the survival level is not sharp. However, this much 
can be said that at the subsistence level, the labourers can 
reproduce themselves in equal efficiency units, while just 
below the survival level, they will die. In between these two 
levels, the labourers supply their labour power with decaying 
efficiency. So, the agricultural labourers are lying between 
utter darkness and grim rays of light, which may be described 
as the ‘‘twilight zone”, 
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The picturs becomes still darker when we observe that 
the cal wage of the agricultural labourers in Orissa is declin- 
ing over time. It is true that between 1961and1 971, the money 
wage rate has gone up, but th? real wages rates for both male 
and female lanourers have declined. The extent of fall in 
real wage rates for male and female agricultural labourers 
between 1960-61 and 1970-71 has been 18 per cent and 15 
per cent respectively, Between 1971-72 and 1973-74, the 
decline in wage rate for female labourers was sharper than 
that for male labourers. 


A study by A. V. Jose reveals that the real wage rate 
index for agricultural labourers in Orissa stands at 81 in 
1971.72, with 1961-62 as the base year. This records a 13% 
decrease in the real wage rate of agricultural labourers, even 
though their money wage is increasing. 


It is true that, compared to other classes of people in 
Orissa, the decrease in the real wage rate of the agricultural 
labourers over the decade is not very sharp. The relatively 
small decline in their level of living is not a matter of 
complacency. Their level of living is so low that a sharp 
decline is probably next to impossibility. Below their, 
‘twilight zone’ living, there is darkness. When, in spite of 
phenomenal increase in prices over this period, the real wage 
of agricultural labourers has not declined significantly, it 
further proves that they have least’ contact with the market, 
where the price rise has its full play. Thev are beyond the 
market forces. So any effort to bring them within the fold of 
the benefits flowing from economic development must takes 
the form of direct actions like provision of homestead land 


to the landless labourers, abolition of bonded labour and the 
like. 


Minimum Wages 


To ameliorate the conditions of the agricultural 
labourers, minimum wages for unskilled agricultural workers 
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has been fixed from time to time. The expectation has been 
that this statutory fixation of minimum wages will evolve 
norms and provide basis for a reasonable wage rate for the 
agricultural labourers. 


In Orissa, the minimum wage rate prescribed in 1965 
was Re, 1/- and it remained unchanged tili 1972, when it was 
revised to Rs. 2/-. Compared to wage rate prevailing in the 
market, it was very low in all these years. This has hampe- 
red the growth of organised labour in the rural sector. The 
minimum wage rate in Orissa was revised to Rs. 3/- in 1974. 


This shows that there has been a considerable time- 
lag in the revision of minimum wages. In the face of rising 
consumer price Index Numbers, such time-lag in the fixation 
of minimum wage makes it meaningless. There are also many 
procedural difficuities which obscure the benefits expected. 
There was no effective administrative machinery to implement 
the provisions of the law. 


Legisiations have been passed prescribing minimum 
wage for agricultural labourers. 


Firstly, passing the laws does not necessarily lead to 
its implementation. As evidenced from our discussion, the 
higher wages have been attributed to greater consciousness 
of the agricultural workers. Therefore, literacy among workers 
should be raised’ through extensive primary and adult 
education. 


Secondly, in the presence of unemployment, maintain- 
ing wage at a higher level may be very difficult. The labourers 
actually may be paid [ess than the official wage rate as the 
surplus labour may dampen the market wages. To mate the 
minimum official wage rate actually effective, empioyement 
opportunities should be created in the rural areas to absorb 


the surplus labourers, . 
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One way of increasing the employment opportunities 
is through rural public works, which the Government has 
taken up in recent years. {If the public works are undertaken 
for their own sake without reference to productivity potential, 
they will impose an increasing burden every year on the 
Government. But the public works which create production 
potential generate permanent employment opportuntities, It 


has also been rightly realised that employment opportunities 
can be created in agriculture by appropriate land reforms, 


The size of land holding is a basic determinant of the 
labour absorption in agriculture. Greater labour absorption 
on small holdings is reported in all countries of the world. 
Small holdings enable the farmers to go in for intensive and 
multiple cropping which generate additional employment 
potential in agriculture, Such holdings do not compare 
unfavourably with the large ones in matters Of efficiency as 
the economies of scale are insignificant in agriculture. The 
State Government has taken steps in this direction by 
enacting the revised ceiling law which came into force from 


October, 1973. The law reduced the ceiling on land holdings 
from 20 to 10 standard acres. 


Further, the labour absorption potential of a conven- 
tional share cropping system is much low compared to one 
based on a secure peasant proprietorship. Security of tenure 
gives rise to greater incentive for intensification of cu!tivation 


and multiple cropping. This will increase the demand for 
labour in the agricultural sector. The surplus land beyond 


the ceiling limit should be distributed among the landless 
labourers and tenants Should be conferred proprietory right 
on the land they cultivate. 


~ 
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Conclusion 


The class of agricultural labourers in the State has 
expanded rapidly over the decade. Their number has increased 
more rapidly in the districts with higher percentage of land in 
large farm groups on an average. Therefore, redistribution of 
surplus land beyond the ceiling limit among the landless is 
more meaningful than what is commonly believed. To improve 
the lot of tne multitude of agricultura! labourers, Government 
have revised the minimum wage rate for agricultural labourers 
upwards, Eut, for effective implementation of the provisions 
of this law, employment opportunities may be created in the 
rural sector through productive public works programmes, 
appropriate land reform measures, trade union movement and 
spread of adutit education emong the agricultural labourers. 
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LAND REFORMS EFFECTED IN ORISSA 


The problem of land reforms in Orissa is highly 
intricate, There were different tenancy systems in different 
parts of the State. Diversity is due to the fact that, in the 
past, different parts of Orissa were under different admini- 
strative units belonging to Bengal, Bihar, Central Provinces 
and Madras. These continued until Orissa became a separate 
State on the 1st April, 1936. The different land tenure 
systems followed in the.different parts of the State were: 
(a) Bengal Presidency system covering the coastal districts 
of Orissa, namely, Balasore, Cuttack and Puri; (b) Central 
Province system covering the district of Sambalpur; (c) The 
Madras system followed in the district of Koraput and (d) 
the various other tenurial systems followed in the 24 princely 
states which were merged into the State in 1948, We shall 
briefly sketch the historical evolution of the broad tenancy 
patterns in the region. 


Land tenute practices under tho Bengai Presidency. 


With the grant of the Dewani of Bengal, Bihar and 
Orissa in 1765, the Britishers virtually controlled the land 
revenue administration of these States. In 1765 the Dewani 
included but a small part of Orissa. However, by 1£203a 
major portion of the State was brought under British rule. 
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The colonial administration was primarily interasted in ths 
collection of revenue. Thay did not want to bring about any 
drastic change in the land system which would affect th9 
whole agrarian structure, firstlv, because they were unfamiliar 
with the socio-economic conditions of the region which has 
a direct bearing on the prevailing land system, and, secondliy, 
because of absence of proper land-holding records There- 
fore, they preferred to continue the collection of revenue 
through a class of agents known as Naib Dewans. Later, 
because of unsatisfactory collection of revenue the Govern- 
ment decided to settle estates by auction to the highest 
bidders for a period of five years. Thus originated a class 
of intermediaries between the government and the actual 
tillers. These auction-holder-landlords had the right of land 
management and were responsible to the Government for 
the payment of a fixed sum of revenue regularly. _ More often 
than not, these auction-holders were speculators and they 
hardly had any experience in the field of land management. 
The payment of revenue became irregular. Consequently, 
British Administration wanted to go in for an alternative 
system. importance was also given to agricultural improve- 
ment. The Bengal Aristocrats were thought to be the most 
appropriate agency for the purpose because of their familia- 
rity with the prevailing agrarian conditions. Estates were, 
therefore, settled with these aristocrats styled as Zamindars 
with the introduction of the Permanent Settlement Act in 
1793. 


Working of the Permanent Settlement Act 


Apart from making the payment of revenue regular, 
the Permanent Settlement Act aiso aimed at protecting 
tenants from paying exorbitant rent to the Zamindar. The 
terms end conditions of land lease were suppos:id to be 
written in the ‘Kabuliyat', The Governor General-in-Council 
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was further empowered to proclaim necessary orders when- 
ever required in order to establish the relationship between 
the zamindar and the tenant in confirmity with the conditions 
agreed upon in the ‘Kabuliyat’. 


But the Permanent Settlement Act failed to fulfil its 
Objectives. The zamirdary system had its own defects. 
Owing to a variety of circumstances this system led to a 
number of anamolies.! The Zamindars became more exploita- 
tive and tried to appropriate exorbitant rent from tenants. 
The situation worsened further with the Act of 1799 which 
authorised the zamindars with some civil and criminal powers. 
This Act of 1799 was withdrawn because of its adverse 
effects. However, withdrawal of this Act was taken as an 
opportunity by the tenants not to pay the rent This created 
a necessity for defining the’ rights of both the zamindars 
and the teriants as well and accordingly the Rent Act of 
1859 was passed. This assured fair rent, restricted eviction 
from the land if the rent payment was regular. But the aims 
of this Act were defeated for lack of proper record of rights 
and, secondly, because of the ignorance of the cultivator, who 
couid know little of this regulation, Even the enactment of 
the Orissa Tenancy Act, 1913 could not improve the 
situation®, 


Thus, we find that introduction of the intermediaries 
had far-reaching adverse consequences on the tenancy 
system. Exorbitant rent, illegal dues, free and unpaid labour 
services were widely demanded by the zamindars. Tenants 
continucd to exist under the mercy of the zamindars. Land 
reform measures adopted so far could not check the abuses 
of irresponsible and absentee landlordism. Many of the 


evils of the present day agrarian relations owe their origin to 
the zamindary system of land tenure.? 


~ 
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Central Province System of Land tenure 


The situation was in no way better in tha western 
parts of the State where the Central Province system of 
land tenure was in practice. We find different classes of 
landlords, such as ‘Zamindars' ‘Malguzars’, ‘Gountias’, etc, 
The zamindars in this system enjoyed an almost similar 
status to that of the zamindars in the Bengal Presidency. 
The incidence of tenancy in the region was significant. Rent 
from tenure holders used to bs half of the total produce, Free 
labour services were rendered by ali tenants. 


Tenurial Conditions in the Southern parts of Orissa 


The district of Koraput and some parts of Ganjam 
were under the Madras Presidency. There prevailed both 
the ‘raiyatwary’ and ‘zamindary’ systems of land tenure. The 
tenants could continue to lease in land only at the pleasure 
of the zamindar. Thus, the zamindars exploited tenants by 
extracting high rents and demanding unpaid labour services. 
Violation in any of these resulted in the eviction of tenants. 
In order to prevent this, the institution of ‘Patta’ was created. 
The intention was to delineate clearly the rights and 
obligations of the zamindars and the tenants as well. But, 
in practlce, the ‘Patta’ could not restrict rack-renting nor 
eviction. On the contrary, the ‘Patta’ was utilised as a legal 
instrument by the zamindar to evict tenants 


Tenurial Practices in Estate Areas 


There were 24 estates which had varying land tenure 
practices peculiar to ‘the social, economic and political 
character of the individual ‘states’. Apart from the rulers, 
there were a number of intermediaries like the zamindars, 
members of the ruling family who held part of the estates 
under their own management, Brahmattor land holders, who 
held endowments from the rulers and the like. The 
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intermediaries and above all, the rulers, more or less exploited 
tenants. There was no tenurial security and the only 
security of the tenant was that he proved himself acceptable 
to the landlord, 


To sum up, in all these various tenancy systems the 
tenants did not enjoy any security, Land reform legisfations 
enacted in the pre-independence era were more or less a 
failure.” Cornwallis's conception that the British system of 
lerid terure introduced in India wouid yeild results similar 
to that of England failed. Unlike the English landlords, the 
Indian zamindars became a class of parasites, feeding on the 
poor tenants withcut taking any interest in the land mana- 
gement.’ Some of the evils which were common to al! the 
various land tenure systems prevalent in the State were : 


1. 1 here were large nun ber of intermediaries between 
the Government and the actual cultivators; 


2. The landlords were exploitative in nature, charging 
exorbitant rents Without bearing any production 
responsibility; 

3. in addition to rent, landlords usually demand free 
labour services; 


4. Eviction of the tenants was the usual consequence 
when he faild to satisfy any of the conditions as 
decided by the landowners. 


Tcnurial Situation in 1936 and after 


‘Orissa became a separate province in 1936. The 
popular ministry assumed office in 1937. It thought of adop- 
ting some dynamic land reform measures keeping in view the 
distress of the tenants as a consequence of the exploitation 
by the zamindars and other intermediaries. Various tenancy 
reform legislations, hitherto enacted to regulate the tenurial 
practices, had more or less failed. There was hardly any 
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improvement in the agrarian Situation, As a first step towards 
a radical land reform measure, the popular ministry thought of 
abclishing the zamindary system of land tenure. But due to the 
outbreak of the Second World War the idea was postponed 
until the popular ministry took over in 1946. 


Independence and after 


Tenurial conditions remained complex even after 
independence. It became difficult to carry out any uniform 
reform measure for the whole of the State because of this 
diverse land tenure practices hitherto followed in various parts 
of the State. immediately after independence, the ex-state 
areas merged with the State making the problem of land 
tenure more complex. There was another factor which further 
complicated the land-lease practices. Prior to 1947, it was 
decided es a matter of policy to abolish all intermediary inter- 
ests. Most of the interriediaries being apprehensive of losing 
land and rent thereof, as a consequence of land reform mea- 
sures, evicted a large number of tenants. [his indeed 
happened prior to the actual enactment of the Orissa Estate 
Abolition Act Evictions were more rampant in the coastal 
districts of the State, where the zamindary system of land 
tenure was in practice, So there was an immediate necessity 
to restrict such evictions. 


In the post-independence period the main objectives 
of the land reform. measures were :' (1) providing security to 
the tenant, (2) regulating rent, (3) conferring ownership 
rights, and (4) ensuring socio economic , justice through 
“redistribution of land. | 

‘Major land reform legislation:in the. ‘Post-indepen- 
dence period: ‘ 


In order to restrict large scale eviction ‘and provide 
security to the tenant, the Orissa ‘TenantS’* Protection Act 
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was passed in 1948, The Act defined a tenant as a person 
paying produce rent or a ront fixed on the estimated value 
of the produce and provided that such a tenant would be 
protected from arbitrary eviction, The main features of the 
Act were ; 


1. Eviction of tenants by any landlord who possesses 
33 standard acres or more was restricted ; 


IN 


The rent payable by any tenant having occupancy 
rights was to be witnin the limit of one.tnird of the 
gross produce ; 


3. In case of Ganjam and Koraput, a tenant holding 
land on produce rent was to pay only one-sixth 
of the gross produce as rant; 


4. Tenants without any tenurial security were not 
bound to pay more then two-fifth of the gross 
produce as rent; 


CS, If any tenant is charged more than the prescribed 
rent the landlord would be penalised. 


This Act was primarily introducsd in the coastal 
districts of the State. The Act, however, could not lead to 
any appreciable change in the tenancy situation. This was 
because of certain loopholes in the Act. For instance, the 
clause that landlords with less than 33 standard acres can 
evict the tenants, proved to be an advantage to the landlords 
to carry out eviction, Holdings of 33 standard acres or 
more were rare when the Act was enforced. Thus the Act 
proved to be totally unrealistic and ineffective, 


Even the Orissa Estate Abolition Act, 1951, which 
aimed at abolishing the intermediary interest did not contain 
the provision to protect the tenant. The Act allowed the 
zamindar to resume land for personal cultivation, who 
because of this provision, couid easily evict tenants. 


a 
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Subsequently it was expedient to repeal this Act and 
substitute it by a more comprehensive legislation covering - 
all tenants. The Tenants’ Relief Act was passed in 1955. 
Untike the Act of 1948, this Act covered the whole Suiate. 
Some of the important provisions of the Act were : 


1. No tenant in lawfu! cultivation of fand on 1st July. 
1954 or at any time thereafter shall be liable to be 
evicted; 

2. No such tenant shail be bound to pay more than 
one-fourth of the gross produce of land or the 
value thereof; 


3. The landlord had the right to evicta tenant from 
any land Selected by him for his personal cultiva- 
tion to the aggregate extent of seven standard 
ecres?, But in case the landlord fails to cultivate 
the same, the tenant may seek restoration of his 

tenuria! right over the land. 


But the Act did not have any significant effect. The 
provision of resumption of land for personal cultivation was 
largely responsible for eviction of terants in many cases?, In 
many cases the landlords managed to get a bond signed by 
the actual tenant to prove that they were not tenants but 
working in the field as servants or hired labourers. This was 
sufficient to show that the land was under personal cultiva- 
tion. Land parcels ostensibly resumed by the landlords on 
grounds of persona! cultivation are cultivated on crop-sharing 
basis where the ‘sharecroppers were identified either as 
labourers engaged in cultivation or as partners in cultivation 
though the landlord never shared the costs of production.? 


Thus all these Acts could neither restrict eviction nor 
could ensure fair rent. On the contrary, rent of land went up. 
This apart, in many cases tenants were asked to render free 
latour services. No {legal protection coulo .be given to 
tenants against rackrenting of eviction!®, 
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Abolition of intermediaries and Conferment of 
Ownership rights : 


This was another important objective of the post. 
independence land reform legislation. The idea was to 
settle land in the name of the actual tiller. It was assumed 
that such a proprietory right to the peasant would qive more 
incentive for better utilisation of labour force and increase 
agricultural production. Further it would put an and to the 
evils of the intermediary system of {and tenure. But abolition 
of intermediaries, no doubt, was a complex problem particu- 
larly when sub-infeudation numbers sometimes as many as 
Six or seven, 


In 1951 the Orissa Estate Abolition Act was passed. 
According to this Act, the Estate owners were to surrender 
all land except nomestead land and land for .gosalas, factories 
etc,. Lands which were under persona! cultivation of the 
intermediaries were allowed to be retained by them on pay- 
ment of rent. {n the estate areas intermediaries as a class of 
non-cultivating owners started to dwindle.!” Many zamindars 
lost their previously enjoyed prestige, position and social 
status, However, the rentiers did not totally disappear. They 
still persisted as a class subsisting on the surplus appropriated 
through exploitation of the tenant farmers. 


As a further step to bring land to the tiller, the Lard 
Reform Act of 1960 was passed. This Act was more 
comprehensive, It had provisions for rationalisation of the 
land tenure systems. However, the Act could hardly improve 
the situation. Later, in 1972, the Government passed an 
Act completely. abolishing tenancy system, 


But, “in practices, tenancy still exists. Landowners in 
many cases resort to the practice of concealed tenancy. 
Large-scale subletting of land still goes on in different guise. 
Tenants do not have any document, either written inthe Patta 
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df a receipt of the rent to prove themsslves to hive cuitivating 
possession on the leased-in land. 


Imposition of Cceiliug on Land 


The third objective of land reforms in tha post-inde- 
pendence era was redistribution of land to sscur2 social 
justice. In the First Five Year Plan period, it was accepted 
that there should be an absolute limit to land held by an 


individual, The purpose was to redistribute this scarce 
natural factor, the principal source of subsistence in rural 
Orissa. Even the Orissa Tenants’ Protection Act, 1948, 
provided that the ceiling limit for an agricultural holding for 
personal cultivation should be 33 acres. 


Keeping this in view, the Orissa Land Reforms Act of 
1969 was passed fixing a ceiling on ths individual holdings at 
33 standard acres, Later, in 1965, the ceiling limit was 
reduced to 20 standard: acres:! But holdings of 33 standard 
acres were rare particularly in the coastal districts of the 
State.’3 Therefore, later in 1972, the ceiling limit was further 
reduced to 10 standard acres, provided that where the nerson 
was a family consisting of more than five members,the ceiling 
area in respect of such person ‘should be ten standard acres 
increased by two standard acres for each member in excess of 
five. However,” the ceiling area is not expected to exceed 
eighteen standard land acres. The sole objective was to 
acquire more’ surplus land to be distributed to landless andl 
marginal farmers. 


But the delay in the enactment and the actual imple. 
mentation of-the Act ‘allowed sufficient time and scope to 
jarge ‘landowners to maniputate land-holding records ahd to 
manoeuvre transfers of land in the: name of other relations in 
order to escape:from the impact of land ceiling legislations. 
Hardly, enough,land emerged»as surplus. 
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Conclusion 


It appears from our study that land legislations have 
practically tailed in Orissa to achieve their objectives, such 
as abolishing intermediaries and bringing land to the tiller, 
preventing rack-renting and ensuring socio-economic justice 
through redistribution of land-ho!dings. Various reasons can 
be advanced for this. fhe British Administration in Orissa 
aimed at establishing an orderly revenue system, It was 
perhaps hoped that under this system the zamindars 
would play the role of entrepreneurs. But this proved to be 
an itlusion. Under this system, the landowners actually 
turned out to be a class of parasites living on the surplus 
expropriated fromm the tenants 


Reform measures in the post-independence period 
did not improve the situation because they were introduced 
in disregard of either the actual socio-economic conditions 
of the State or the inherent. peculiarities of the lease 
market. 


One of the main objectives of the reform measures 
was to protect the tenant from eviction. But a common 
defect of all these land reform legislations was the provision 
for resumption of land for personal citltivation, Landowners 
took advantage of this and induljed in large-scale evictions, 
In many cases the tenants were compelled to ‘surrender land 
voluntarily.’ ‘Evictions were easy because of [andowners’ 
influence in the society and in the society and in political and 
administrative machinery. 


Another objective of Land reform was to prevent 
rackrenting. But this could hardly be achievsd. One of the 
causes of this was the large concentration, :of land in the 
hands of a minority group who wield.power..:This skewed 
distribution of lang ownership 4s largely responsible for the 
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imperfect nature of the lease market, Tenants, in general, are 
economically weak and, therefore, are not in a position to 
bargain with lessors,!n rural Orissa there is dearth of 
employment opportunity. Tenants, marginal peasant farmers 
and a large mass of agricultural labourers have no alternative 
but to stick to land. Therefore, they are at the mercy of the 
landowners. Landowners have taken advantage of this 
vulnerable socio-economic position of the marginal tenant 
farmers. Thus the objective of rent regulation has been 
defeated. 


Lack of proper record of rights has b2en a major 
handicap in identifying the actual tiller. Tenants, though in 
actual cultivating possession of land for a long period, have 
not been properly recorded in the ‘Patta’. On the contrary 
landlords have even tried to prevent the tenants’ names 
being recorded in the ‘Patta’ and thus to deprive them of 
occupancy rights. It is seen in many cases that landlords 
while leasing out land to the tenants have purposefully used 
a dubious document wherein the poor tenants are made to 
sign to the effect that they are hired labourers or supervisors 
but not actual tenants. Itis true that in some cases land 
legislations have restored occupancy rights to tenants ; but 
most of such tenants have eventually been compelled to sell 
or mortgage the land either to landowners or money-lenders 
because of their lack of credit -worthiness. 

The administrative machinery has failed in many 
cases to implement the land reform laws effectively, This 
is so, either because the machinery is non-committa! in 
regard to the ideals of land reforms, or it is uncer uncertain 
and uncongenia! political influence. Landowners also try to 
influence the administrative machinery directly or indirectly 
through the legislature. 


The outlook for land reform in future has to emerge 
from the lessons learnt from the past, It has to grapple with 


~ 


Digitized by srujanika@gmail.com 


96 Economic Profiie of Orissa 


the realism of the ag rarian conditions of the State. Tenancy 
practices have to be rationalised. Landlords and tenants have 
to be educated, and the full implications of the land reform 
legislations should be made clear to them. Lease terms 
should be legally determined. The practice of oral leases 
should be discontinued. To realise all these, it is necessary 
to have a sufficiently equipped and independent administra- 
tive machinery free from unhealthy influences and consisting 
of people committed to the ideal of land reforms. 


Tenancy practices are deep-rooted Mere land reform 
legislations cannot dea! with them. Along with legislations, 
there is a strong need also for a changed outlook, a 
developed inirastructure, with adequate irrigation facilities, 
credit and marketing facilities and a rationalised land 
structure. 
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CHAPTER 8 


LAND REFORM AND ECONOMIC 
DEVELOPMENT IN ORISSA 


The contribution of agriculture to economic develop- 
ment is manifold. First, economic development leads to 
increased demand for food and failure to meet the demand 
for food impedes economic growth. Second, incomes and 
foreign exchange earnings can be fncreased by increasing the 
exports of agricultural goods. Third, agriculture provides the 
labour ‘force to other expanding sectors of the economy. 
Fourth, agricultural surplus is required for investment in other 
expanding sectors of the economy. Fifth, surplus incomes in 
the hands of the farm population will enlarge the internal 
market, thereby stimulating industria! expansion. 


The increased demand for food-grains in developing 
economies is a derived demand determined essentially by’ the 
growth of the population and per capita incomes. The failure 
to meet this demand leads to serious economic and social 
consequences in these countries. Similarly, expansion of 
agricultural exports ig an important means of augmenting the 
foreign exchange reserves which are essential for the imports 
of machinery required for industrial development, Of course, 
too much reliance on agricultural exports for foreign exchange 
earnings is risky because of uncertainties prevailing in the 
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Supply-denand situation at any time. In the case of labour- 
absorption in a labour surplus economy,the bulk of the labour 
force for manufacturing and other sectors must be drawn 
from agriculture and this has bean emphasized by Arthur 
Lewis in his two-sector model. But experience has shown 
that it is not the supply of labour but the rate of investment 
which is a limiting factor in industrial development. So vigor- 
ous efforts must be made to increase the per capita agricul- 
tural output where potentialities for this exists. Many 
developing countries except the petroleum exporting countries 
face a serious situation in their developmental programmes 
because of scarcity of capital. These countries, therefore, 
naturally depend upon their vast agricultural sector oa 
formation. As productivity in agriculture can be increased 
with moderate capital outlays, this sector provides :scope for 
surplus with less utilisation of capita!,. which can be utilised 
for infrastructure and ‘industrial expansion, In theicase of 
Japan, Ohkawa has shown. that in the iate nineteenth and 
early twentieth centuries, agricultural savings were 12 per 
cent.of agricultural incomes and since only a quarter of these 
savings to be invested, this left 9 per cent of agricultural 
incomes available for non-agricultural investment. Similarly, 
in Taiwan, the agricultural sector provided a third of the 
national ‘income during the period 1952-62, but 40 per cent 
of domestic savings.! But, unfortunately, agricultural income 
has been under-taxed in India. tt is now certain that agricu!- 
ture must play a determined role in the process of 
development. Industrial ‘expansion not only depends on the 
supply of capital from the agrarian: sector, it also depends on 
the demand conditions created by increased agricultural 
incomes. Thus agriculture provides the stimulus for 
industrialisation. I 


1. Matthew McQueen : ‘The Economics of Development’ 
(pgoblems and Policies), p 63. 
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Having analysed the role of agriculture in economic 
development, we now turn our attention to the problem of 
increasing the productivity of agriculture which is the basis of 
economic growth. Agricultural productivity is a function of 
technological improvement and institutional change. Techno- 
logical improvement implies the adoption of improved 
techniques of production like improved seeds, fertilisers and 
So on, to increase productivity in agriculture. But it is the 
institutional change of ownership of land which is more impo- 
rtant, particularly in the context of our economy |[t implies 
land reform measures which include tha redistribution of land 
in favour of the actual cultivators, security of tenure, a reduc- 
tion of rent, alt of which afford incentives for increased 
productivity in agriculture, 


The main argument for land reform is to secure an 
equitable distribution of land ownership. Now the question 
is ¢ will this redistribution of land -in favour of the weaker 
sections in the rural sector hamper productivity in 
agriculture ? The .answer to this question has been given 
decisively in the Draft Sixth Five Year Plan as follows : '‘Land 
redistribution will increase employment in agriculture because 
small. holdings systematically employ more labour per hectare 
than large holdings. And there need be no loss of producti- 
vity per hectare because, given equal access to credit and 


material inputs, small farms yield more output per hectare 
than large farms,””? 


The extent of inequality inthe ownership of land in 
Orissa is shown in Table 1. in the year 1970-71, nearly 43 
per cent of the operational holdings in Orissa were marginal 
farms (less than one hectare) and they .accounted for nearly 
12 per cent of the total cultivated area. These percentages 


2. Draft Sixth Five Year Plan (1978-83), p.1 2. 
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increased to nearly 47 and 15 respectively in 1976-77. 
Nearly 33 per cent of holdirigs covering about 26.5 per cent 
of the total cultivated area had been included in 1970-71 in 
the size-group 1-2 hectares and were considered as small 
farms. In 1976-77 these percentages were 29 and 25.’ 
respectively. Thus, we find, that the smail and marginal 
farmers together constitute 76 per cent of the cultivators in 
Orissa, who possess only 40 per cent of the tota! cultivated 
area. In the case of the entire country these fijures stand 
at 69-6 and 20,9 per cent respectively {tt follows that the 
number of small farmers and holdings in Orissa is much 
greater as compared to the country as a whole. This means 
that 76 per cent of farmers in Orissa suffer from underemploy:. 
ment and poverty due to small plots of land and scanty 


Table 1 


DISTRIBUTION OF HOLDINGS IN DIFFERENT 
SIZE-GROUPS IN ORISSA 


1970-71 1976-77 
Size Groups. " yr ee ei rE 
(Hecta res) j Percentage Percentage! Percentage 


} Percentage ae ର 
‘of holdings of cultiva of of cultiva 


ted areca ;j holdings ¦! ted area 
0-1 43.30“ 11.94 46.59 14.35 
1-2 32,90 26 57 29:11 25.51 
2-4 13.28 21.13 16.79 27.84 
4-10 9.08 27.84 6.51 22.71 
10 & above 1.44 12.52 1.00 9.09 
TOTAL 100.00 ୨1୦୦.୦୦ ଏ 00.09 ` 100,00 ` 


SOURCE : “Agricultural Census, Orissa, 1976-77", Board of 
Revenue, Orissa. =» 
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irrigation facilities reaching only 20 per cent of the net sown 
area. The need of the hour is «wo pull up the masses by 
injecting a redistribution bias into the whole spectrum of pro- 
duction, distribution and employment policies. 

Greater equality in the distribution of land is necessary 
because, first, it has falsified the usual belief that inequality 
favours the growth of savings in the underdeveloped countries. 
The tandlords and rich people in the underdeveloped countries 
spend their unearned incomes mostly on conspicuous Ccon- 
sumption, investment and even in capital flight: Secondly, the 
lower standard of living of the vast majority of people with 
consequent malnutrition and undernutrition adversely affects 
their ability and willingness to work. This rssults in lower 
productivity. Hence to achieve increased production, the 
level of incomes of the masses has to be increased. Thirdly, 
there exists a direct correspondence between social equality 
and economic equality. Greater economic equality would 
lead to greater social equality and social equality, in turn, 
would raise productivity. 

The inequality in the ownership of land holdings is a 
major cause of social and economic tensions in rural India. 
There are, according to B. M. Bhatia, two ways to deal with 
this problem in the countryside; either ‘to redistribute the land 
in such a way that everybody gets a piece of land for cultiva- 
tion so that all classes of people in the village develop a sense 
of participation in its prosperity: B, M. Bhatia points out that 
“the first course is not feasible, there is just not enough farm 
land to go around. {If there is a case for land redistribution, it 
is a case for redistribution among the’ existing landowners; 
excluding the landless’. He argues that a floor size of one 
hectare in densely-populated states producing two cropsa 


year and some commercial crops and two hectares in others 
should ‘be fixed. 


3. B.M. Bhatia, ‘How to cope with Rural : Unrest, ‘The Times 
of India, 28th March 1960 » 
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Let us examine the argument of B, M. Bhatia in the 
context of Orissa, assuming that the landless agricultural 
labourers are given top priority in the matter of redistribution 
as was intended in the Sixth Plan. According to the 1971 
Census, 31 per cent of the population in Orissa constituted 
workers; 49 ‘per cent and 28 per cent of the working 
population were cultivators and agricultural workers 
respectively. he agricultural labourers, on the basis of thé 
1971 Census, would be roughly 1.9 millions. According to 
the “Economic Survey of Orissa, 1977", tne area of cultivable 
waste in Orissa is roughly 2.3 lakh hectares. The percentage 
of cultivated area under the size-group 4 hecatres and above 
is 32: in our ‘State; this works out to nearly 2.1 million 
hecatres Assuming that the ceiling is fixed at 4 hectares, 
the.surplus land that would be available from this size group 
would roughly: amount to 8.5 lakh hectares when we add to 
this figure the area of cultivable waste available, w/e get 
roughly 1-13 million hectares ‘of surplus land. If this surplus 
land is redistributed among 1.9 million agricultural labourers, 
the surplus land ‘available per family of agricultural 
labourers would come to ‘approximately 1-5 acres, If 
improved varieties of seed, irrigation facilities, Cheap ‘credit 
and other inputs are made available to these beneficiaries of 
redistribution, there is no reason why we cannot attain the 
yield rates per acre seeff in the Punjab in our country, which 
would be roughly three times the yield rate per acre now 
obtained-in Orissa. With a higher yield rate and with an‘ area of 

1.5 acres of land, an agricultural’ family in Orissa would be 
far above in ‘the economic scale compared to its ‘present 
situation. tn ‘view -of this, Bhatia’s’ argument against 
redistribution-ofland cannot apply to Orissa. Moreover, his 
argument for modernising agriculture for increased Productivity 
in.the rural. sector without .redistribution of land is likely to 
.aggravate inequalities further, whose social consequences 
would be far-reaching. 
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Land reform essentially refers to effective redistribution 
of land in favour of the weaker sections. In the absence of 
such an institutional reform, all other measures to improve the 
conditions of the masses would, in fact, benefit only the 
affluent sections of the society, Instances of this are the credit 
co-operatives, community development and agricultural 
extension. These institutions have worked in favour of the 
rich land-owning class. As a consequence, inequalities 
have aggravated and not diminished, This is clear from the 
fact that the share of small farmers (with two hectares 
or less) was only 31 per cent of the advances made by 
the co-operatives and land development banks in 1975-76 
in the entire country.* Institutional measures like the 
S. F. D. A. and M. F. A. L. cannot alter the existing 
inequality of ownership of Jand and hence the ineqali- 
tarian power structure. Therefore, these devices cannot 
strike at the root of the malady. Consequently, the 
establishment of these agencies only represents ‘‘an evasion 
of the equality issue’’. In the light of this experience, land 
reform in the broadest ,sense implies effective redistribution of 
land in favour of the weaker sections supported by. land 
development programmes for the benefit of the small holders. - 


Land Reforms And Technological Development 


There is greater possibility of increasing agricultural 
productivity by ‘institutional changes and technological 
development. But the probability of increasing productivity 
by the adoption of new technology alone is not very great. 
This has been our experience with the introduction.of high 
yielding varieties of seeds.. -The result has been the aggrava- 
tion of inequalities in the rural sector. _ The intimate relation-: 
ship between agrarian reform and technological. improvement. 
is ‘generally forgotten. and. : :emphasis .is :given only on: 


4. ‘Draft Five Year plan ( 1978.83 ) ନ. 13. In ; 
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technological advance. as Bhatia has done. But the most 
important fact that needs realisation is that land reform is a 
pre-condition to the adoption of improved technology on a 
wide scale and consequent increase in productivity in 
agriculture. Effective land redistribution will create a 
relationship between man and land that will not stifle his 
incentives to work and invest. This is why Myrdal! emphati- 
cally points out that ‘“‘attenpts to improve tochnologqy in 
agriculture and to raise yields will never have great results if 
that relationshiv between man and land is not established,”” 
Even though we have realised the fact long back, we find 
lack of boldness and also unwillingness to push through tho 
desired programme because of the opposition of the vested 
interests. The Draft Sixth Plan clearly points out : ‘A moro 
equitable distribution of land resources through programmuos 
of land reforms has consistently been a major pojicy objective 
since independence. But the will to implement this palicy has 
been sadly‘ lacking all along. During this plan period this basic 
policy will be implemented vigorously so that thera is a moet- 
ing ground between policy a d performance, Every attempt 
will be made to complete the process of land reforms”. It 
is hoped that this programme of action which has been spelt 
out would continue to be there in the revised Sixth Plan. 


Steps to be taken in future 

The first-step necessary for effective land reform is the 
transfer of surplus i{and. after imposition of ceiling. to the 
State. The surplus land should be redistributed immaoediately. 
The village committees should be reorganised in this direction 


with adequate representation, &-power to correct land records, 
identify surplus land and craw un redistribution plans for.each 


re 
5. G. Myrdal. “The Challange of World Poverty’, 
p. 124 


6. Draft Five Year Plan ( 1978-83 ), p. 131. 
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village. These redistribution plans should be implemented 
subject to one appeal to be decided upon by tribunals within 
a fixed short time period. 


Land reform not only ensures s)9cial justice but at th2 
same time enables us to realise tne twin ' objectives of 
enhanced produstivity and larger e:nmploymant, In the process 
it creates a larger number of small farms whose viability 
becomes an immedizte problem to be tackled, in Karnataka, 
the experience of the Syndicate Bank in financing marginal 
farmers has shown that the adoption of new technology in 
small farms is both feasible as well as viable. But the small- 
farmers are unable to sustain-their households for a full year on 
farm incoi..es only. So land reform should be supplemented by 


a large number of other complementary avenues of income 
like animal husbandry, fishery, forestry and cottage industry. 
Agrarian reform should alsc be supplemented by other 
institutional reforms like agricultural extension, provision of 
cheap credit, supply of fertilizers, seeds, and other farm 
implements, marketing facilities and so on. Thus a balanced 
development of agriculture and smal! and cottage industries 
supported by rural electrification appears necessary. 


These measures of reorganisation of our agrarian 
structure appear to be the only effective methods for ensuring 
larger employment opportunities in the rural sector. Such 
measures should be supported by the spread of irrigation 
facilities rapidly, Studies have shown that irrigation, on an 
average, creates 40 mandays of work per hectare in agricul- 
ture. On the assumption that 120 mandays more of work 
is required per person to remove underemployment in the 
agricult ural sector in Orissa and the wages of rural mannual 
workers per day is Rs. 6, it would follow that full employment 
via irrigation for an agricultural worker requires an investment 
of Rs. 6,500 only, whereasin industry the current estimate is 
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around Rs. 100.000. Therefore, expansion of irrigation facilities 
is likely to open out employment opportunities for the teeming 
millions in the rural areas. 


Moreover, in view of the absence of the possibility. of 
the urban sector absorbing fully and gainfully the rural 
surplus labour, it becomes imperative to utilise them in the 
rural sector itself, It is also not worthwhile to suggest that 
lendless labourers should be placed in a position where their 
wages would give them an income that brings them above 
the poverty line. For, with the present huge mass of 
underutilised labour in the rural sector constituting as it were 
“an agricultural reserve army”, minimum wage legislation 
would be more ineffective than tenancy legislation. This is 
also supported by our actuat experience. Hence there is no 
other alternative but to translate into actuality the suggestion 
of Myrdal, that a high priority should be placed on “a 
programme to give a small plot of land and with it dignity and 
fresh outlook on life, as well as a minor independent source 
of income to members of the now landless ii!nderclass in the 
villages”. 


Conclusion 
The problem of rural development of our country, in 
general, and Orissa, in particular, is not merely a problem of 
increasing agricultural productivity through adoption of 
improved technology. The fatter, though necessary, is not a 
sufficient condition for rural development, which essentially 
means opening out opportunities of a better life for the teem- 
ing millions. This goal can be realised if the vast majority, 
instead of a privileged minority, of the rural population can 
take advantage of better opportunities of work provided by 
science and technology. By widening the base of the owner- 
ship of land in the rural sector, «technological advance can 
spread over a wider area, provided the complementary facili- 
ties are made available. The way is then ‘created for removal 

2 
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of underemployment and poverty. Increase in employment 
opportunities in the rural sector can ensure an expansion of 
the internal market with a consequent healthy effect on 
industrialisation of the country. But to expect increased 
productivity through improved technology to remove the 
present dismal scene in the rural sector would amount to 
crying for the moon, as it would aggravate inequalities further, 
driving us to the edge of the economic precipice. It is 
worthwhile to remember, “it is not poverty that isto be 
feared, but the lack of balance between riches and 


pa 
CL 


poverty”. 


7. ‘Peal ,Buck; ‘The Three 
Liang”; p:239:. oh 


ree 


Daughters ‘of Madame 
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CHAPTER © 


THE CO-OPERATIVE MOVEMENT 
IN ORISSA 


The Co-operative Movement in Orissa largely reflects 
on a miniature scale the evolution and growin of its national 
counterpart. A parallel study of the twin m ye nents Drings to 
the surface identical trends and the eb ys and tides through 
which both have passed. But, in each case, where the 
movements have been bedevilted by ills, these have appeared 
in an accentuated forin in Orissa, wnile she had less tnan 
a fair share of the achievements, 


At a time when the co-operative movement was 
officially inaugurated in India, Orissa did not enjoy the 
status of a separate province. While most of the present-day 
Orissa formed a part of Bengal and Binar, the southern 
districts remained a part of the province of Madras and chunks 
of Western Orissa clung to the erstwhile Central Provinces. Till 
1936, the year in which the:-province of Orissa was foimed, 
the movement in these different parts was guided essentially 
by the co-operative policy of the provinces to which they 
belonged. The first primary Cco-opsrative credit society was 
registered in Banki which now lies in district of Cuttack. 
Closely on its heels one society in Nimapara and three 
societies in Banpur came yp. By 19C9, there were 25 
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primary credit societies in the heartland of Orissa which 
remained tied down to Bengal and Bihar, 


Khurda area was hectic in hastening the pace of the 
movement and by 1911 as many as 21 primary societies 
sprouted in and around this place. 


Taking advantage of the wide scope that the 
Co-operative Societies Act of 1912 offered, the first Centra! 
Co-opnertive Union was established in the same year in Banki 
with limited liability, Initially only primary societies were 
allowed to be its members though, later on, it opened out its 
membership to individual shareholders. With moderate 
concentration of primary credit co-operatives. Khurda amply 
justified the establishment of the Co-operative Central Bank 
in 1912. This institution assumed the role of a provider of 
loans to primary societies. It was a mixed type of institution 
that took in both primary societies and private individuals as 
its members. 


In 1912 Bihar and Orissa were separated from Bengal 
and together they formed a new province, The Co-operative 
Societies Act of 1912 was enforced in the same year (In the 
initial year of its enforcement there were 8 central banks and 
520 primary co-operative societies in the province; out of 
them 81 primary societies were located in Orissa-area with a 
membership strength of 3182. For the whole province there 
was one Registrar and three auditors. In 1914 the Bihar 
Orissa Provincial Bank was estaEblisted. For supervision, a 
number of Central Unions sprang up. These societies were 
divided into guaranteeing and supervision Unions, Roughly 
for every 35 primary societies there was one such Union. 
A primary society was to operate within a radius of 8 miles, 
By 1922 in the Orissa area of the province there were 13 
cuaranteeing Unions, but nearly all of them were dissolved in 
subsequent years. 


~ 
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In 1919 the Bihar-Orissa Co-operative Federation was 
formed which was entrusted with the task of supervision, 
control and audit of the co-operative institutions in the 
province. 


The first co-operative credit institution in what now 
forms southern Orissa came up in 1906 with the establish- 
ment of the Berhampur Co-operative Urban Bank. The 
second such bank was set up at Aska in 1913. By 1915-16 
in the district of Ganjam there were only 19 prirnary societies. 
in 1916 the Ganjam District Banking Union and in 1918 the 
Aska Central Bank were established. In the next 5 years 
the movement progressed fast so that by 1920 in the district 
of Ganjam there were 185 primary societies, J central banks 
and 6 supervisory Unions. The Central Bank in this area 
received loans from the Madras Provincial Bank, 


Under the Govt. of india Act of 1919, co-operation 
became a provincial subject and was transferred to the 
control of ministers. In 1922, Bihar-Orissa Government 
Co-operative Enquiry Committee was set up to investigate 
into the financial conditions of Co-operative Institutions. 
The very next year, i, €., in 1923, another Committeg was set 
up to recommend measures in connection with control, audit, 
supervision of the societies. The Government accepted the 
recommendations of both these committees. 


The 1929-30 Sihar-Orissa Barking Enquiry Committee 
reviewed the working of the moveme.t in the province. 
While expresing satisfaction over the progress achieved in 
thea field of co-operation, it pinpointed the many difficulties 
that beset the movement, 


In 1935 the Bihar Orissa Co-operative Act was 
passed, The next year, the Provincial Co-operative 
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Conference was held at Puri. In keeping with the co-opera- 
tive Act of 1936. the same year after the formation of the 
new province of Orissa, the Orissa Provincial Co-operative 
Bank was registered. 


Totake stock of the position of the movement in 
Orissa by June 1937, there were one Provincial Co operative 
Bank, 15 Centra! Co-operative Banks, 4 Guaranteeing Unions, 
4 supervisory Unions, 2,434 primary agricultural credit 
Societies, 36 non-agricultural credit societies, 10 agricultural 
marketing soc'eties, 60 producers and marketing societies, 4 
Grain gola societies and 16 other types of societies. In 1938, 
the Orissa Provincial Land Mortgage Bank was registered. 


When the new frrovince of Orissa was formed in 
1936, the movement languished under the prolonged effects 
of the Great Depresion. Being essentially agricultural credit- 
oriented, the movement suffered a serious set-back, On 
account of the sharp fall in agricultural prices most of the 
borrowers were not in a position to make timely repayment 
of the loans. As a result, o\erdues become excesive in many 
societies. The Government appointed a one-man Committee 
with Dr Mudaliar to review the position of the co-operatives 
and recommend measures for their revitalisation. All the 
recommendations were accepted by the Government though 
it was rather slow in their implementatian. 


The outbreak of the Second World War infused life 
back into the movement. There was a steady increase in the 
number of societies and in membership enrolment. Overdues 
decreased and the working capital of the societies increased. 
The stimulus given by the war to the movement was maintai- 
end even beyond “the war years. At the time India attained 
independence, the movement in Orissa was in a comparati- 
vely more satisfactory state. However, It was still predomin- 
antiy a credit movement, only occasionally it ventured into 
other fields of ‘economic activigy, 
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Since the inception of the Five Year Plans, the move- 
ment not only registered progress, it branched out into many 
directions. Government haye taken important steps to 
reorganise and develop the. movement in terms of important 
policy decisions. Co-operation was assigned an important role 
in the plans. Besides provision of agricultural credit, it was 
extended ‘to fields of marketing, processing, retail sale, 
irrigation, housing and other priority economic activities, The 
State Government have extended massive financial assistance 
to'the co-operative movement. In course of the Plans, the 
Government have invested more than Rs. 22 crores as share. 
capital in different co-operative Institutions The State has 
provided 7. 20 crores of rupees as loans and advances to 
different co-operative societ.es. Eesides, the State also 
extended financial assistance in tl.e form of ‘short-term 
bridging finence, rehabilitation assistance, agricultural stabiiisa. 
tion fund and annual debenture programme: By the middle 
of 1977, there were 12,740 diiferent co-operative societies 
which kept on rising at a steady rate. 


Today the whole complex of primary societies is com.. 
posed of agricultural credit societies, agricultural marketing. 
societies, weavers’ societies, graingola societies, fishery 
societies, industrial societies, consumers’ stores, labour. con- 
tract societies,sugar mill societies, irrigation societies; women's . 
industrial co-operatives or Gruha Laxmi Societies,Co- operative 
farm societies, etc. Co-operation has virtually entered, every 
field of economic activity. I 


The intermediate rank ofthe co-operative structural 
h‘erarchy is made up of supervisory and guaranteeing unions 
and Central Co-operative Banks. These institutions are esta- 
blished mainly at the district or taluk’ headquarters 


At the top of each,of the broedly classified: group of’ 


co-operatives is an apex. institution, which is.-located. at- 
[4 


Digitized by srujanika@gmail.com 


114 Economic Profile of Orissa 


Bhubaneswar, the capital of the State. The most important of 
these apex institutions now in existence are the Orissa State 
Co-operative Bank, the Orissa Land Development Bank, the 
Orissa State Co-opsrative Marketing Society, the Orissa 
Handloom Weavers’ Society, the Orissa State Co-operative 
Housing Society, the Orissa State Co-operative Union and 
the Orissa State Consumers’ Store. 


A perusal of the history of the movement in Orissa 
shows that till 1951 it went through many vicissitudes. In 
terms of growth it was essentially uni-directional-the direction 
in which it advanced being agricultural credit. Since the 
adoption of planned development, the movement has disper- 
sed into many fields. From a tiny seedling which became 
mainfest in the form of the Co-operative Credit Society at 
Banki in 1904, the movement has grown in the present time 
into a massive banyan tree, 


The Co-operative Movement in Orissa was initially 
designed three-quarters of a century ago as the effective 
means to combat the twin problems of rural indebtedness and 
inadequate farm credit. Thus its traditional role, as originally 
conceived, was to be both negative and positive in content. 
While mitigation of indebtedness and provision of productive 
credit are interrelated issues, the latter does not begin only 
where the former ends. Both these problems should be tack- 
led simultaneousiy. It is the one-sided approach that came 
to be adopted through some lapse that is partly responsible 
for the dismal! performance of the agricultural credit co-opera- 
tives. The co-operatives came to be looked upon as organised 
channels for the provision of productive credit only. Thus 
the co-operatives failed to secure the effective elimination of 
the moneylender, The domination ‘of the moneylender and 
sahukar over the: farmer continued ' becausé old debts 
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remained unpaid. This is the main stumbling block of the 
movement. 


Though agriculture has been all ‘he time the most 
important sector of Orissa's economy, the capital flow into 
this sector has always been meagre. :he agricultural credit 
co-operatives which were designed to meet the financial 
requirements of the cultivators, contributed only a mere trickle, 
As late as 1950.51, these co-operatives accounted for only a 
bare 2% of the credit .requirement of the farm sector. How- 


ever it rose to 12% in 1961-62 and to 30% in 1971-72. The 
commercial banks, be'ng urban-based, catered primarily to the 
commercial and industrial sectors of the economy. But amoi- 
tious schemes of economic development launched since the 
middle of this century required mo iilisation of financial 
resources on a massive scale and their channelisation into the 
different sectors of the economy, pri narily the rural sector. 
But the rural credit co-ooeratives have not proved themselves 
equal to the task. The co-operative source remained fora 
long time the only institutional source of finance in the rural 
areas. Only in recent years the commercia! banks have step- 
ped into this field. The Rural Banks are the new comers into 
this area. As a resu!t, they have not been able to penetrate 
very deep into rural areas. Therefore,only the credit co-opera- 
tives held the stage for a long time, But their performance 
has been very disappointing. This is largely due to the fact 
that the co-operatives have failed to conceive-the problem of 
rural credit in the correct perspective. While finance consti- 
tutes tha life-blood of agriculture, credit requirement is not a 
universa! phenomenon. Large farn ers mostiy bank on the 
process of self-financing and when they fail back upon exter- 
nal sources, their credit worthiness, stands them in good stead. 
To this class of farmers, institutional and subsidised credit is 
not indispensable, {It is only the smalland marginal farmers, 
with very little land and hardly any accoumulsted past wealth, 
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who are desoerately in n3ed of such credit, Farming does not 
yield a surolus which they can plough back. They constitute 
the vulnerable section of the rural pooulace wno in the times 
of need and in distress surrender tnemesolves to the mercy of 
unscrupulous moneylenders and sahukars. The co-operatives 
instead of concentrating their energies and resources for 
meeting the requirements of this class have dispersed their 
activities. This ditfusion of its scant resources in reso )5nsible 
for the very marginal effects that co-operatives have produced 
on the rural! ‘money market. This lack of impact on the monev 
market is the result of the policy of universal! coverage 
adopted by the movement, 


The meagre foans that the poor farmers gét for produc- 
tive purposes are used in faulty ways. The misuse of produc- 
tive loansireduces their repaying capacity and disqualifies them 
from further assistance. As these farmers remain below the 
subsistencé level, they cannot help consuming credit. Most 
loans, though taken ostensibly for productive purposes, are 
spent for unproductive but necessary purposes like consump- 
tion, illness and marriage. Their glaring poverty forces them 
to borrow large amounts for consumption purposes. Due'to 
malnutrition-that arises out of poverty, they frequently fall ill 
and spend a part of the loan.to meet medical expenses which 
they cannot otherwise afford. Roughly about one-fourth of 
the total borrowing is spent on unproductive yet unavoidable 
marriages and. other social functions; only a little more than 
one quarter of the borrowed amount is spent on farm opera- 
tions. This correctly reflects their farm input position. .Scanty 
inputs lead to very low yield per acre. After meeting the. 
subsistence needs, these.farmers have very little marketable 
surplus. Therefore, the farmers find: it difficult to repay loans 
taken for productive .purposes. This adds to their in-debteu- 
ness. But .such consumption of productive. loans: given by 
the co-opertives — the major type of loans these societies give 
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are to be treated as investment in human capital b2caus3 a 
farmer cannot work on an empty stomach, Henceit is nece- 
sSary to provide these sections consumption-cum-produstion 
credit. But credit co-operatives cannot provide such loans 
which cannot be easily recovered but which the peasant badiy 
needs. He is forced to take the help of the moneylender. 
Thus the moneylender is able to maintain his control on the 
farmer. If the co operatives can provide services along with 
credit and also other work they can recover the debt alt the 
source. The farmers can be helped in this matter by multipur- 
pose rather than uni-purpose credit co-operutives., 


There is sad lack of understanding of the form of 
village leadership. The rich farmers and their cohorts 
dominate this field, The small farmers are left at the mercy 
of this class. The rich who control the management of the 
co-operatives deny the poor their legitmate claims. Thus 
co-opertives fail to meet the requirements of the small farmers, 
This accounts for the persistence of the'r age-old problem of 
dependence on the moneylenders who fleece them. They 
charge high rates of interest and make agricultural pursuits 
less profitable. This is one of the reasons responsible for the 
meagre flow of investment into the rural sector of the 
economy. ‘The co-operatives, therefore, have a built-in bias 
in favour of the rural rich who successfully corner its resour- 
ces and relend them to the small farmers at comparatively 
high rates of interest. . The Joan-operations.of the co-opera- 
tives, if security-based open out little possibilities for the 
smal! ‘farmers: who cannot afford any sécurity, The rich 
farmers because of their. .credit-worthiness get loans from the. . 
co-operatives: and land development banks at.low rates of 
interest. (roughly 9%) and relend the sums to the poor ata. 
compound rate of 12% calculated per month, In this way 
co-operative banking agencies which were started with the 
avowed purpose’ of' serving fhe’ weaker sections in rural 
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Orissa have helped the rich farmers becoming richer at the 
cost of the weak. The co-operatives have failed because of 
the weakness of the social structure. This is discovered, 
recognised and admitted by the ardent supporters of the 
movement, It has rightly been said that co-operative credit 
is not of the right type, does not serve the right purpose and 
does not go tothe right people. [he whole process has a 
predilection towards inevitable accumulation of overdues. 
~When the poor farmers find the co-operative doors closed 
on him, he easily walks into the trap set for him by the 
moneylender. The problem of overdues has become a 
perennial problem, There is suffcient reason to believe that 
in many cases, Co operatives credit has further strengthened 
the loan giving capacities of the sahukars Thus the 
intended remedy seems to have aggravated the malady. 

On another front, the performance of these credit 
co-operatives is found to be rather discouraging. One of the 
main principles of these co-operative is promotion of thrift 
and self help. But these have not succeeded in attracting 
considerable volume of deposits from the members, They 
have poorly fared in tapping the expanding deposit potential 
of the rural sector. As a result, the co-operative societies 
depend essentially on external sources for the supply of 
funds. Thus the cardinal principle of co-operation ‘self- 
help through mutual help’- remains unrealised. The credit 
co-operatives could neither make a dent on the problems of 
the farmers nor have helped the spread of the co-operative 
spirit. 

The establishment of the Regional Rural Banks in 
Orissa is traced partiy to the failure of the co-operatives. lhe 
co-operative credit structure has not extended loans to the 
farmers in the‘ lower strata in adequate amounts. In particular, 
the marginal and small farmers have not received their due 
share. While ini 971-72, the co-operatives met 30%,of the total 
credit requirements in the agricultural sector of Orissa, their 
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distribution among the different sections was very unevern SO 
that these did not meet even 20% of the total credit require- 
ments of the smal! and marginal farmers. fhe needs of this 
class are largely neglected b/ the co operatives. 

The need for Rural Banks is shown by the fact that 
to-day the share of co-operative credit is about one-third of 
the total rural credit needs. Even the commercial banks 
provide only 6% of the needs. Further creation of a complex 
of Rural Banks is supported by ths farmers’ need for credit 
to modernise farm operations by using fertilisers and high- 
yielding seeds. This is particularly so in case of small 
farmers. An attempt to bring credit to hese farmers is being 
made by formation of farmvrs’ service cu-operatives but ths 


will take time to become operational and immediate need for 
credit remains. 


In the light of the facts recorded above, one is driven 
to the conclusion that co-op3ration does not hold out much 
promise in meeting the credit requirments of the poorer 
segments of the rural community. Considering the low living 
standard of these people, it is felt that the real purpose of the 
single purpose credit co-operatives should be the provision of 
consumption-loans at nominal interest. The provision of 
production loans should be {eft to strong financial agencies 
such as the nationalised commercial! banks and the Regional! 
Rural Banks. Co-operative credit succeeded in the Punjab 
because the credit societies were considered as sarkar/ banks, 
in fact, their success is more due to the breaking of the 
co-operative principle than their observance. !f these societies 
have been pure and simple state banks they would have 
worked still better. Here there is almost complete absence 
of independent non official element associated with the 
co-operative movement in the sense in which it is understood 
in Bombay, Madras or Orissa- The oft-quoted success of 
Land Development Banks in Madras is due to the Govern- 
ment guarantee of debentures which is not co-operative in 
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principle. Co-operative credit is not suitable for economically 
backward areas like Orissa or the backward sections like 
the small farmers. We stand in need of vigorous state action 
than diluted voluntary help. We must look to the other 
aspects of the co-operative movement like - marketing, 
provision of agricultural services like fertilisers, seeds. etc. 
The single purpose credit societies with unlimited liabiiity 
are most unsuitable for Crissa. This has made the members 
only borrowers; borrowing outside resources as much as 
they can and withholding repayment as long as possible. 
A study of the working of co- operatives in Orissa during the. 
last 75 years does not show that it can solve the credit needs 
of the cultivators in the state Co-operation must expand in 
directions other than credit. The problems of the farmer: are 
complex in nature and supply of cheap credit by co. operatives 
alone can not solve them For the. sucess of the co- 
operative movement in rural Orissa, it is imperative to 
broaden its scope, A co-operative organisation in order to be 
meaningful must encompass every economic activity of the 
farm community. For this multipurpose co-operatives are 
best suited. Itis only when provision of credit is linked up 
with production and marketing that economic transforma- 
tion of rural life becomes possible. Already steps, have been 
initiated in this direction in the state to tackle simultaneously 
rhe many problems of the rural community through a sing!e 
co-operative agency. 

Like all great ideas and movements Co-operation has 
passed through an initial stage of idealism and prophecy 
into the subsequent stage of a practical measure for some of 
the evils of the existing economic order. The co-operative 
movement, if it it is to work successfully in Orissa, should 
be shorn of its philosophic and romantic aspects, and be 
treated as a business organisation formed. to. cater to the 
requirements of the consumers and producers, of. “moderate 
means. © 
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REGIONAL RURAL BANKS AND ORISSA 


A new era in the history of banking has been heralded 
with the promulgation of ‘‘Regional Banks Ordinance, 1975" 
by the President. of India for setting up the “Regional Rural 
Banks’ throughout the country. This ordinance which came 
in to force with immediate effect from 2eth. September, 1975, 
was replaced by Regional! Rural Banks Act, 1976. 


The economic, and banking philosophy of providing 
institutional credit, particularly to the weaker and neglected 
sections of the rural! areas, has undergone a spectacular 
change with the inauguration of five Regional Rural Banks on 
the 2nd October, 1975 at Moradabad and Gorkhapur in VU. P-, 
sponsored by the Syndicate, Bank and the State Bank of 
india respectively, at Bhiwani in Haryana, by the 
Punjab National Bank, at Jaipur in Rajsthan by 
the UnitedCommercial Bank and at Malada in West Bengal 
by the United Bank of India, 


The principal objectives behind establishment of 
these banks are to provide timely and adequate institutional 
credit and other allied facilities; particularly to the'‘small and 
marginal farmers, agricultural~ labourers, smal! artisans like 
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black-smiths, e'ectricians, ‘auto-repairers, entrepreneurs of 
small means and the othar neglected and vulnerable sections 
of the society so as to develop trade, agriculture, commerce, 
and rural industries, particularly in the rural sector. These banks 
are supposed to be the main agencies of providing instituti- 


onal agricultural finance to the rural sector for its all-round 
upliftment, 


Causes of Establishment 


The economic necessity behind the establishment of 
such institutions in India mainly to provide agriculturai 
finance can be better understood in the light of the analysis 
of the inefficient and ineffective working of the existing 
commercial banks, co-operatives and Lead Bank Scheme 
in meeting the genuine and timely credit needs of the rural 
sector. These are the principal institutional agencies to 


cater to the rural credit needs in our country. 


The Co-operative ° Credit Societies Act of 1504 which 
was passed particularly to serve the rural credit requirements 
of our country, heralded the dawn of co-operative movement 
in India. Inspite of the working for nearly half a century, its 
institutional. organisational and operational weaknesses were 
revealed by the Ali india Rural Credit Survey ( 1951-52). 
The following table gives an indication of the extent to which 
the different agencies of rural credit contribute to the total! 
borrowings of the farmers for the year 1951-52 and 1961-62. 
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BORROWINGS OF CULTIVATORS FROM DIFFERENT 
AGENCIES IN INDIA 


(Percentages) 

Credit Agency 1951-52 1961-62 
Money Lenders 69.7 49.2 
Relatives 14.2 8.3 
Traders and Commission Agents 5.5 .. 8.8 
Landlords and others 3.3 ” 14.5 
Co-operatives 3.1 15.5 
Government 3.3 na 2.6 
Commercial Banks 0.9 „. ଠ.6 
Tota! 7 100.0 .; 100.0 

Source : All India Rural Debt & Investment Survey, 

1961-62 * 


Table | reveals that private agencies, particularly 
agricultural! and professional! money lenders, dominated the 
scene in providing rural credit upto-1951-52. Of course, their 
contribution has. come down in., course of time. But 
still they played a more significant -role in providing 
agricultural credit even in 1961 -52.. ‘Institutional credit which 
is badly needed to meet the financial. requirements of farmers 
accounted for only 7.1.per cent in 1951-52 and. 18.7 per 
cent in 1961-62. . Easy accessibility, close and personal 
contact with the borrowers, simple and elastic procedures 
of ‘lending, local knowledge and experience of the money- 
lenders, timely supply of credit etc, put-the money lenders 
in an advantageous position ‘in -exerting considerable 
influence in the rural financial credit structure.::But their 
motive of exploitation, exorbitant rates of interest ‘make it 
difficult for the poor to jump out of the vicious circle of 
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poverty and perpetual indebtedness. Private credit is wholly 
unsuitable in the context of scientific planning. This is why 
displacement of moneylenders by institutional credit has 
been the main theme of the reorganisation of rural credit in 
India, 


inspite of the direct assistance provided by the State 
and Central Governments and active encouragement made by 
the Reserve Bank of India, Co-operative Banks have failed to 
make any perceptible impact on the rural credit structure, The 
Banking. Commission Report of 1972 highlighted the 
weaknesses of co-operative banks in the mobilisation of rural 
resources in India. The share of co-operative banks in the 
total of bank offices was more than 30% in India but their 
share’ in the total bank deposits was less than 10%. Reasons 
for their ‘failure to tap the rurai savings and to fill'up the 
rural credit gap in India; in general, and - Orissa; in’ particular, 
are varied ‘in nature. Reluctance of the people to deposit 
money in such societies on accourt of unlimited liability, 
unsound and ifieffective management, attitude of the office 
bearers to such institutions as a- career rather than a: mission; 
considerations of petty ‘politics and non-economic motives in 
the advancement of loans, mounting problem of overdues, 
stiff competition from | unscrupulous money-lenders, who 
provide timely credit with less complicated formalities of 
lending, constant interference by ‘the government in their day 
to day working and ‘the like are some‘ of the draw backs which 
stand in the way of ‘successful-operation of co-operatives as 
agencies of rural finance. According to the estimates of the 
Study Group appointed by the Reserve Bank of India, 1975; 
the co-operative sector has increased its contribution to the 
totat farm credit from 3.1% in 1951 to 31% by 1975. But even 
then, .there remains a considerable magnitude of rural 
credit gap. 
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Since ‘rectification of the structural and financial 
weaknesses of the co-operatives is a time consuming process, 
steps ware undertaken to strengthen the commercial banks to 
provide rural credit, That banks are the mobilisers of savings 
of a society and can be used as instruments of socio-economic 
development, was first realised in India when the State Bank 
of India came into existence in July. 1955. With the 
nationalisation of the 14 major banks on the 19th July, 1969, 
the important commanding heights of the economy, a new 
step was made for banks to play a positive role in the 
‘rural credit structure Banks were supposed to be welfare 
and service-oriented ‘to provide minimum benefits to the 
largest number of needy persons and the banks were 
expected to take a lead in the provision of agricultural credit 
in the rural sector by opening large number of branches. But 
the extent to which the nationalised banks realised this 
objective can be seen from Table 2 


Table-2 


BRANCH EXPANSION OF ALL COMMERCIAL 
BANKS IN INDIA 


(Including the State Bank of India) 


As on Total no. of Rural Rural Branches 
‘branches branches as%9f total branches 
19.7.1969 8,321 1,858 22 
June, 1975 18,730 6,806 ୨936.4 


Source ; Report on Currency & Finance, 1976-77. 


Table 2 shows that out of the total number of branches, 


78% in.1969 and 63.6% in 1975 were located in urban, 
semi-urban- and metropolitan areas. Branch expansion in the 
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rural sector was not satisfactory end encouraging till 1975. 
Besides, the loans and advances of the nationalised banks to 


the neglected sector was far from satisfactory till June, 1975. 
This can be seen from Table 3. 


» 


Table-3 


ADVANCES OF PUBLIC SECTOR BANKS TO 
PRIORITY SECTORS IN INDIA 


Priority Sector June, 1969 June 1971 June 1975 
_ Rs. in crores Rs. in crores RS. in crores ) 
Agriculture 142 340 768 
Small scale Sector 251 442 943 
Other priority Sector 48 125 287 
Total priority Sector 441 907 1998 
Advances 

Total Bank Credit 3017 4080 7676 
Advanced 

%advance to agriculture 4.3 8.1 10.2 

out of total advances 
%advance to priorty 14.9 22.2 26.2 


sectors out of total advances 


Source : Economic Survey, 1975-76. 


Table 3 indicates that, despite bank nationalisation, 
the neglected priority sectors received only 26 per cent of the. 
total bank advances in June, 1975 in India, The rate of 
progress in advances to these sectors was rapid soon after 
nationalisation but later on, the progress ‘became! moderate. 
Of course, a good number of branches were opened up soon 
after nationalisation but they grew as deposit- centres’ in rural 
areas. The credit-deposit ratio was nearly 60% in‘ rural areas of 
India although the national average was nearly 75%. 
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It is to be noted that opening up of branches of Commercial 
Banks is not an end in itself but it is certainly a right 
step on the part of the banks to associate themselves with the 
overall development of the economy, more particularly the 
rural economy. The distribution of branches of the 
Commercia! Banks in Orissa may be seen from Table 4. 


Although Orissa accounted for 4. 01% of the all India 
po-ularion as per 1971 cansus. it has only 2/3 % of the total 
Commercial Bank ‘Offices as on 31. 12. 1977. Every Bank 
served on an average 101,000 population in 
Orissa till Dec. 1977, Gf course, it gradually 


Table.-4 


DISTRIBUTION OF BRANCHES BY COMMERCIAL 
BANKS IN ORISSA 


| Upto Dec., ‘1972 De., ‘77 
Rural a 89 362 
Semi-urban 74 145 
Urban | 53 104 
Megropolitan]Port Town 1 : 5 

Total.....vves 217 : 616 


Source: ‘“‘Probiem and Prospects of Economic Development, 


with Special Reference to Orissa’!', Edited by 
Dr. B. Mishra, at page 107, 


decreased to 36,000 by the end of Dec “1977. 

Incidentally, the average population per bank office in India 

as a whole was 23,630 up to Dec ‘76. Besides, the rural 

sector accounted for 41% of the total branches opened up 

by the commercial banks in Orissa till Dec’ 72. Its share 

increased to 58% till the end of Dec’ 77 buf still then the 
। 
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rate of expansion of branches in rural areas in Orissa is not 
spectacular as compared to its growth in metropolitan and 
port towns. One of the notable features observed in Orissa 
was that there were stil 35 unbanked blocks in Orissa till 
Dec,'77. Even if commercial! banks have made a considera- 
ble headway in expanding their network of offices, the State 
of Orissa is still underbanked. 


Besides. the extent of ioan advanced to the neglected 
sectors out of the total advances made by commercia! banks 
in Orissa was far from adequate. Out of the: total advances, 
the neglected sectors accounted for 41.2% in June 1976 in 
Orissa although the all-India figure was 24.8%. The average 
borrowing per account in the neglected sector was Rs 2,2667/- 
in Orissa, although the national average was Rs. 4795/-at 
the end of June 1977. In such a state of affairs, the necessi- 
ty to fill up the void by a new kind of institutional agency 
was more urgent in case of Orissa. 


The Banking Commission, under the chairmanship of 
Shri R. G. Saraiya. which was appointed on the 3rd Feb’ 
1969 to examine the geographical and functional coverage 
of the banking system, cost and capital structure of banks, 
loan advancing procedures etc. highlighted the basic weak- 
nesses of banks, in general, and of commercial banks, 
in particular, in the report which was submitted to the 
government in Jan, ‘72. An analysis of the report reveals 
that the services of the banks were mainly 
confined to urban sectors and that banks made 
no sincere attempts to penetrate into rura! areas on the basis 
of priorities laid down by the government. People in the 
higher income brackets took a lion's share from bank 
facilities. The new agricultural strategy: in. India also, benefit- 
ted the relatively well- to-do farmers. ,People.. below ,the. 
poverty line, the have-nots and specially the weaker. sections 
of the society remained neglecteg. 
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High cost of operations, indifference of the bank 
officials, problem of speaking language, frequent transfer of 
bank officials before they make themselves acquainted with 
local problems, high ratss of Interest charged on loan, rigid 
formalities enforced in advancing loans. diversion of rural 
resources to profitable centres of investment, urban orienta- 
tion in the outlook of bank personnel, lack of sincere, zeal on 
the part of bank office-bearers to work in rural surroundings, 
low profit margin of rural: branches etc. are some of the out- 
standing constraints which retard the growth of Commercial 
Banks to serve the credit needs of rural areas. These 
shortcomings make commercial banks unsuitable to meet the 
genuine and the timely credit needs of small and marginal 
farmers particularly. 


The Estimatee Committe of the Lok Sabha headed by 
Shri R. K. Sinha rightly observed that the nationalised banks 
had adopted the approach of meeting “ ‘legitimate needs of 
large borrowers, instead of restricting them as anticipated prior 
to nationalisation. | . | 


FAILURE OF LEAD BANK SCHEME 


The Nariman Committee appointed by the Reserve 
Bank of India in Aug, 1969 to evolve a co-ordinated 
programme for systematic branch expansion of Commercial 
Banks for the sake of ensuring bank facilities in the urbanked 
and under banked districts of the country, had adopted ‘‘the 
area approach’, suggested by the Study Group of National 
Credit Council and after thorough scrutiny, it recommended 
the ‘‘Lead Bank Scheme” for the first time, Under the 
scheme, banks were alloted specific districts where they would 
take the lead in surveying the potential for banking develop- 
ment for extending credit facilities after locating the viable 
and potentially viable propositions. In accordance with 
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these recommendations the Reserve Bank of india evolved 
the Lead Bank Scheme for the 14 nationalised banks, the 
State Bank of India and 3 private banks. Excluding metropo- 
litan areas, banks were alloted different districts to play the 
lead role in identifying unbanked centres where branches 
could be opened up. The lead banks were supposed to 
bring about co-ordination among co-operatives, commercial 
banks, other financial institutions, district development 
agencies for the sake of integrated development of the 
district assigned to each Lead Bank, But this scheme 
marked no spectacular success due to the inherent weak- 
ness found in its implementation. Operational difficulties 
were enocountered asa bank was alloted a Lead District 
which is geographically far away from its area of operation. 
Banks were not well-versed in the modern technique of 
technoeconomic surveys. Language problem, urban orienta- 
tion in the outlook of bank officers, lack of legal statutory 
power of the Lead Bank over other financial! and develop- 
mental institutions of the district to carry out a work also 
contributed to the failure of Lead Bank Scheme. The gulf 
between promise and performance got widened. The scheme 
failed to serve as a guide, co-ordinator and leader in district 
development and to encourage increasing involvement of the 
developmental agencies in the development of a particular 
region. 

Apart from the defects of the co-operatives, Commer- 
cial Banks, Lead Bank Scheme certain other immediate 
factors are responsible for the creation of the Regional Rural! 
Banks in our country. A remarkable credit gap has been 
created in the rural sector on account of [egal restrictions 
imposed on lending by the money- lenders in the context of 
20-point Economic Programme which aims at liquidation of 
rural indebtedness. Credit need in the rural sector has 
considerably increased on account of the new agricultural 
strategy which has made agriculture commercialised 
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and industrialised. It is also hardly any exaggeration 
to say that India, being a country of continental dimensions, 
the needs of different sectors of the economy are so vast 
that there is immense scope for different agencies to coexist 
without intruding into the fields of work of others, 


Credit Gap: 

The All india Rural Credit Review Committee had 
estimated the total requirements of short-term credit for rural 
India at Rs. 2000 crores for 1972-73. But the loans advariced 
by the Commercial banks and” the co-operatives during 
1973-74 were roughly to the extent of Rs. 540 and Rs. 686 
crores respectively, making a total af Rs. 1226 crores against 
the calculated need of Rs, 2000 crores. Thus there remained 
a big credit gap to -be filled up, if a dynamism and 
revitalisation had to be imparted to the development of rural 


economy. 


In such a back ground, the establishment ‘of the 
R egional Rural Banks was an important land-mark in building 
up of a responsive and viable rural credit structure of our 
country. The technique of ‘area planning through rural 
orientation which is the-main tool of decentralised planning 
mode! of the present government, can be better executed by 
rural banks which are low-cost, rural-oriented, locally based, 
commercially organised institutions. They are expected to 
bring credit facilities to the door of the small. and marginal 
farmers, small artisans and the neglected sections of the 
society, in order to free them from the grip of exploitation of 
the professional! money-lenders. These rural banks which 
combine the features of commercial banks and co-operative 
credit societies, have been set up: with a noble purpose and 
a loftly ideal. 
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Distinctive Features of the Regional Rural Banks : 


These rural banks have ‘certain distinct features in 
order to enable them to realise their basic objectives. In the 
first place, the area of operation of a rural bank is limited to a 
particular region. Secondly, these banks are expected to 
specially cater to the needs of marginal and small farmers and 
rural artisans of small means. Thirdly, their lending rates are 
not expected to be higher than those of the co-operative 
societies. Fourthly, the salary structure of the employees of 
the rural banks is made comparable to that of the employees 
of the State Governments concerned. Fifthly, banking 
resources are not diverted. but are utilised in the district 
alloted to these banks. 


Nevertheless, some undetermined issues were left at 
the time’ of their inception in 1975. First, the types of 
securities that might be required by these banks against their 
loans and advances have not been determined. It is expected 
that viability of the projects to be financed would be the main 
basis of their advances. Secondly, the operations of these 
banks are envisaged to supplement and not supplant, the 
loans and advances of the nationalised banks, to the 
agricultural sector. But eventually the spheres of operations 
of these banks and the Commercial Banks must be specified. 
Thirdly, if these banks have to cater to the needs of the rural 
poor, it is essential that they should recruit their staff from 
those with a rural background having acquaintance with the 
local fanguage. The.training imparted to them should be of a 
different kind.> ‘The branch .expansion policy of .the 
Commercial Banks may be so shaped as not to put the 
rural banks in to disadvantage in the mobilisation of 
resources. 


The Present Position of the Rural Banks : 
The present position of the rural banks in India have 
been summarised in Table 5. 
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< Table 5 


YEAR-WISE OPENING UP OF RURAL 
BANKS IN INDIA 


Period No. of rural Banks opened 
Upto end of 1975 6 
Upto end of 1976 24 
Upto end of 1977 8 
Upto end of 1978 3 
Total,....c.eeees 41 
Table 6 


BRANCHES OF RURAL BANKS REG!IONWISE 
IN INDIA 


Petiod Rural! Semi- Urban Total % of rural 
urban branches to total 


no. of branches 


From Oct,76 to 688 75 17 780 88% 
Ist June, 77 
Up to April 78 1181 108 19 1308 96% 


i 
Source : By the Courtsey of the Gramya Bank, Cuttack 


Table 6 clearly indicates that a considerable number 
of branches has been operied during 1976 and 1977 and 
that these banks have opened a large number of branches in 
rural: areas particularly. 


. The progress of Rural Banks in Orissa as on 29th 
December 1978 can be analysed with the help of the data 
given: in Table 7 
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The first Rejional Rural Bank in Orissa came into 
existence on the 25th Feb’ 76 at Pipiliin Puri District under 
the sponsorship of the Indian Overseas Bank. No rural bank 
was opened in Orissa during 1975. Out of the 36 rurai banks 
opened during 1976 in India, Orissa accounted for only 4. 
Thus only 11% of the Regional Rural Banks were opened 
in Orissa With regard to branch expansion, Orissa has not 
lagged far behind. Out of the 1308 branches opened, Orissa 
accounts for 146. In other words, more than 11% of the 
branches were opened in Orissa by the Regional Rural Banks. 
This appears to be a satisfactory contribution of the sponso- 
ring bank in Orissa. 


Certain objective criteria are taken into account in 
opening up branches of the rural banks in Orissa. Priority is 
given to a place having more than 70% credit gap and high 
development potentia!. Areas totally unbanked or areas 
where co-operatives are weak or where there are a large 
number of small and marginal! farmers, rural artisans or areas 
where there is possibility of opening of rurally oriented 
industries, like biscuit, backery, saw-mills also get preference 
in the selection of a site for opening of branches. The’ par- 
ticular place where such a bank is to be located must be 
preferably a market place having minimum of road transport, 
primary school facilities, 


The Regional! Rural Banks in Orissa provide short- 
term and medium-term loans both in cash and in kind. Cash 
is paid to small farmers, artisans and professionals, Loans are 
advanced in terms of fertilisers, agricultural implements, HYV 
Seeds, oxen, cows. pump sets, po ver tillers,bullock carts, trac- 
tros etc. Gold loan is also provided for the development of 
agriculture at a concessional rate of 13% per annum. In order 
to relieve the poor peasants from the clutches of the money- 
lenders,consumption loans are also granted by the rural! banks 
in Orissa, 
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The types of beneficiaries of such banks in Orissa are 
the small and marginal farmers, agricultural labourers, rural 
artisans like potters, black-smiths, weavers, fishermen, milk 
men, businessmen of small means rickshaw pullers, auto 
repairers, mobile operators, educated unemployed entrepre- 
neurs, tailors, betel and sweet shop owners, unemployed 
skilled technicians and the like. These banks have also made 
their mark by assisting certain peculiar developmental works 
such as poultry farming, piggery, diary-farming, opening up 
dug wells, running of cottage and small scale industries. 


Such banks do not insist on collateral securities 
against a loan of Rs. 2000/- but for loans beyond this amount, 
hypothecation is insisted upon. For the sake of quick dis- 
posal of loan applications, minimum formalities without any 
complicated procedure are maintained. The Branch: Manager 
is empowered to sanction loans up to prescribed limit without 
the prior approval of the Chairman. The maximum limit 
fixed so far is Rs. 3500 for dug wells, Rs. 4000 for cows 
poutiry farming, Rs. 4000 for cows and Rs. 3500 for agricul- 
tural implements. If a project is verified to be under financed, 


Joan is again sanctioned on the basis of recommendations 
of the Field Officer of the bank. 


Loans are granted on the basis of the feasibility 
reports prepcred by the District Industries Centre or by the 
Verternary Surgeon or on the basis of the ovaluation made 
by the Field Officer for any specific project, Ths kind 
com:porent of the project is provided to the loanse indirectly 
through the existing or nevsiy tank created dealsrs in order to 
avoid misutilisation .of funds. In Chhatia, Patkura, Auf, in 
Cuttack District, Ceatlers have Leen apf oinied through Fank 
finances. 
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These banks in Orissa are supposed to undertake 
certain steps for the proper utilisation of resources and timely 
repayment of dues. Loans are paid partly in cash and partly 
in kind. Loans are credited to the account of the dealer only 
after getting a receipt of acknowledgement of the loanee and 
physical verification of the delivery of goods by the Field 
Officer. The loanee is under the terms and conditions to bear 
the legal expenses in case of non-repayment of dues in time, 
Refusal to sanction further loans, attachment of personal 
belongings, frequent vis'ts by the Field Officers to the loanee 
for supervising the utilisation of loan funds etc. are certain 
steps recommended for ensuring effective utilisation and re- 
payment in time of the loans advanced- 


In order to encourage the mobilisation of savings, 
these banks pay more than 1/2% interest on the usual rate of 
term deposits upto 5 years. In order to strengthen ‘their 
financial positions, the rural banks are empowered to borrow 
from the Reserve Bank of india at less than 3% rate of interest 
than‘ the usual rate. Rural banks are required to maintain 
3% of total time ‘and demand liabilities as cash reserves as 
against the existing requirement of 6% for other scheduled 
commercial banks. 


The'‘target fixed by the Reserve'Bank of India to open 
banking. centres .in:district of Cuttack is 70 and in Orissa 344 


before 31st Dec. 1981. Upto 29th Dec, 1979, already 146 
branches have been opened in Orissa. {It is creditable on the 
part of the. Cuttack. Gramya Bank to open branches * in all the 
eleven. unbenked blocks. - After the opening of its branches at 
Rasulpur, Dasarathpur, Naugaon, Ramachandrapur, Aull, 
Mehakalr ada, Derabish, Korei,. Danagadi, Rajnagar, Patkura, 
there is not.a single blocker in’ the district “of Cuttack which is 
unbanked. 
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Suggestion for Improvement 

The success of rural banks in realising their basic 
objectives depends largely on the vanking personnel who 
man the rural banks. Attitudinal change on the part of the 
officers in dealing with rural customers, assessing the loan 
requirements, supervision of the process of utilisation of 
loans, ‘identification of rural problems, are pre-requisites for 
the effective implementation of the policies of the rural banks. 
Proper and suitable propaganda in local language to educate 
the rural folk on the working of the rural banks is necessary. 
Competent and experienced branch managers and field 
officers should be appointed and their frequent transfers 
stopped in order to enable them to identity themselves with 
the peculiar local problems. Proper co-ordination of the 
activities of the agencies like co-operatives, scheduled 
commercial banks, S. F. D. A., D. 1. C., District Development 
Agencies is necessary for suitable branch expansion. and 
dynamic credit management. 


There is need for technical expertise and technical 
cells to deal with project formulation and evaluation of work 
from time to time. A sense of involvement in rural problems, 
a strong determination to bring about economic and financial 
betterment of the down-trodden and the neglected sections 
of the society are essential on the part of the bank officials. 
The farmers should be motivated to avail of the facilities of 
rural banks and to utilise and repay the loans in time in their 
own interest. 

In 1977, the Banking Department of the Government 
of India cast some doubts about the usefuliness of the rural 
banks on account of extension of rural credit on a big. scale 
by the public sector banks. But the Review Committee on 
the working of Regional Rural! Banks, headed by Prof. 
M.L., Dantawala in 1977 strongly favoured the existence and 
continuance of the rural banks. The Committee writes.: 
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“Superiority of the Regional Rural Banks as an agency 
of rural credit over the rurat branches of Commercial Banks is 
derived from its low cost of operation, its simplicity, and low 
profile, loca! participation in its management, (with due safe- 
guard against gdomination by vested interests), feel and. 
familiarity of loca! staff, close association of the district level 
agricultural and rural development agencies and personnel”, 


it was in this context that the Union Finance Minister 
announced on the 5th July 1978, the decision of the Govern- 
ment of India to go in for further expansion of the ‘areas of 
operation of the Regional Rural Banks to strengthen the rural 
credit structure in order to narrow down the magnitude of 
the rural credit gap. | 


It is to be noted that mere pumping of rufa credit 
through a simplified procedure is not ,enough. There is the 
necessity for integration -of a viable agricultural programme 
with a project evaluation cell. Linking of credit with-storage 
and marketing is essential to ensure a fair deal .to:the rural 
poor. Till to-day, this aspect of. the problem has remained: 
outside the reach of the rural banks on:account of paucity of 
adequate funds and dearth of technically qualified personnel. 
Alongwith banking facilities, other infra-structural facilities 
such as transport, communications, storage, marketing of 
agricultural and non-agricultural‘ goods should be made for an 
integrated development of the rural areas. Besides, up-to-dating 
of land-records through an efficient administrative set up, 
consolidation of land-holdings through suitable land-reform 
measures, registration of the rights of the share-croppers and 
other handicapped tenants,rura! electrification and the like are 
also required side by side to smoothen the working of the 
rural banks in realising their principal objectives. 


In conclusion, it may be said that Regional Rural 
Banks in India and particularly in Orissa are in the stage of 
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infancy. it would be too early to comment on their cost of 
operation, operational and managerial efficiency, non-reday- 
ment of loan dues and the like.’ But, undoubtedly, it can be: 
said that with .a lofty iden and noble purpose, rural banks 
have been set up to reorganise, revitalise and rejuvenate the 
rural: credit structure for the upliftment of the hitner-to 
neglected and the’ poverty-stricken, vulnerable sections of the 
society like the adivasis and scheduled caste people. In an 
agricultural economy like that of ours whose development is 
retarded on account of inadequate institutional agricultural 
finance, rural banks have a positive role to play. The impor- 
tance. of these, rural banks have been further enhanced with 
the announcement of the ‘present Government of India in 1980 
to implement the 20-Point Economic ‘Programme with 
greater .vigour; zeal and: sincerity, : :If'these banks. ‘afte able 
to .inspire confidence:iin the minds of:-the rural poor ‘:about 
their ‘organisational‘and functional efficiency, the . Regional... 
Rural ‘Banks: can-go a long. way’ in. solving ‘the problem’ of 
rural finance, exploitation of the rural mass by the professional 
money-lenders; and perpetual indebtedness: ‘ofthe rural’ poor 
in our country and thereby serve.effectively as an agent :of 
economic development of the country, in general, and of the, 
rural sector, in particular. < 


4 3 ¥ 
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CHAPTER 11 


INDUSTRIAL DEVELOPMENT OF ORISSA* 


The economic picture of. Orissa is a bleak and dismal 
one. The abject poverty of the State is very prominently 
revealed by any economic test one likes to apply. Orissa had 
a population of 21.94 million, with a growth rate of 2.5 per 


cent per annum in 1971. This high annual rate of growth of 
population partly accounts for its poverty. For, although 
during the period 1951-71, the State income (at constant 
prices) went up by 103.7 per cent, its per capita income rose 
only by 34.2 rer cent. In other words, a rapid rise in 


population prevented a much jarger rise in the per capita 
income in the State. 


According to the 1971 census, 91.6 per cent of 


Orissa's population live in villages and 78 per cent of its 


This article had been orginally published in ‘‘Problems 
and Prospects of Economic Development with special 
reference to Orissa, Dept. of Analytica! & Applied Economics, 
Utkal University. 
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total working force is engaged in agriculture and allied 
activities. In .other words, its economy still remains over- 
whelmingly rurat, Out of the 22 million peopte in the State, 
19 million or 86 per cent in the minimum are below the 
poverty line. The per capita income of the State at constant 
(1960-61) prices was Rs. 253.40 in 1971-72. Assuming 
an annual growth of 3 per cent in this for six years, the per 
capita income of Orissa in 1977-78 would be roughly 
Rs. 299 at constant prices, compared to the all-India average 
of Rs. 365. A little more than 60 per cent of the state 
income comes from agriculture and allied activities and 
15 per cent from mining, manufacturing and small 
enterprises. It follows from this that the industria] sector still 
remains a very. insignificant one in the State. This conclusion 
is reinforced by the data relating to the distribution of 
workers by occupations in the state, as revealed by the 1971 
census. The latter shows that compared to 49.2% cultivators, 
28.3% agricultural labourers, the number. of workers engaged 
in industry constitues only 5.9 per cent of the total. As against 
this, the manufacturing sector in India contributes only 12 per 
cent towards GDP and employs 9,5 per cent of the 
economically active population. A highly industrialised 
country like Japan employes as much as 26 per cent of the 
economically active population in the manufacturing sector 
which contributes nearly 36 per cent towards its Gross 
Domestic Product. 


‘In this bleak situation of abject poverty, the industria! 
development of Orissa is a sad story of disappointments. The 
contribution of Orissa to the total industrial production in 
India was about 2.5 per cent in 1965-66 compared to 2 per 
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cent iin 1960-61 and 0.26 per centin 1950-51. In terms of 
gross per capita output in industry, Orissa is far behind the 
all-India average as wel! as the other States. Its:gross output 
per capita is only Rs.69 as against the all-India average of 
Rs,179, Rs 451 for Maharashtra, Rs.399 for West Bengal and 
Rs. 310 for Gujarat. The low level of industrialisation in the 
State is also reflected in terms of factory employment which 
shows that average daily employment of factory. workers per 


thousand of population is only 3.4 for Orissa as against 9.5 
at the all-India evel. Maharashtra has the distinction of 
being the most industrialised’ State in India. There are 
more than 10,663 factory establishments in Maharashtra 
providing average daily ' employment to 10.4 
lakh workers: Maharashtra ‘accounts ‘for 35 per 
cent of the ‘gross ‘output of “the entire 
factory sector in India, 33 per cent of the factory employment 
and 38 per cent of the value added by manufacture.- Thus, 
Maharashtra occupies an ‘outstanding position on the 
industrial map of India. The only element of consolation in 
the dismal picture of the industrial development of our State 
is that no heroic effort ‘has been made in the previous five 
plans fora break- -through in ‘the situation. This would be 
clear from Table 1 which ' shows a comparative picture of the 
sectoral outlays in the previolis five ‘plans of Orissa. The 
sectoral allocation of investment ‘on industries in all the 
previous plans of the State has ranged between 3.5 to 8 Der 
cent of the total, In absolute , terms it underlines the 


¥ 6 


ments in industries. in, Orissa have hardly exceeded Rs. 80 
crores. 
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Table 1 
PATTERN OF INVESTMENTS IN DIFFERENT PLANS IN 
ORISSA 
Sectors First Second Third Fourth Fifth 
Pian Plan Plan Plan Plan 
(%) (%) (%) (%) (%) 
1. Agriculture 28,0 9.2 9.7 10.0 14.2 
2, Irrigation & 
Power 26.1 46.9 36.1 .42.0 41.4 
3. Co-operation & 0.9 12.6 9,2 3.6 4.0 
Community 
Development 
4. Industries & 5.9 4.5 3.5 8.1 4.0 
Mining 
5. Transport and 14.7 7.0 17.3 7.0 85 
Communication 
6. Social Service 24.2 172 17.2 19.8 27.0 
7. Miscelleneous 0.2 3.6 2.0 05 0.9 
TOTAL...... 100-0 100-0 10୦0.୨ 100-0 100-9 


Total investment 18-41 86-59 223-27 222.60 836-09 


(in Rs. crores) h 


[ Source : Govt. of Orissa Publications.]' 


Industrial development during the plan periods 


The facts mentioned above show that, in spite of the 
vast industrial potential in terms of forests, mines and other 
natural resources, Orissa continues to remain very backward 
industrially. The various steps taken to lay the foundations 
of industrial development during the plan periods may now 
be analysed. The First Five Year Plan did not aim-at any 
significant change in the industrial structure of the State. (It 

¢ 
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actually laid the foundation for it by developing the infrastru - 
cture for setting up industries. The setting up of a Ferroma- 
nganese Plan at Joda and Rayagada, a Cement factory at 
Rajgangpur, a Tube factory and Paper Mill at Choudwar and 
an Atuminium and Cable factory at Hirakud were planned 
during this period. But most of these factories were actually 
setup and started functioning during the Second Plan 
Period. 


During the Second plan period, the Hirakud and 
Machkund Hydroelectric projects were ready for supply of 
power. State highways had been expanded and the 
Nationa! Highways had been developed. With the develop- 
ment of this infrastructure. intensified efforts were made for 
establishing an industrial base and a beginning was made with 
about 800 registered factories and a total capital investment 
of about Rs. 290 crores in the factory sector’, 


The Third Plan continued the work already started in 
this sphere during the previous plan-period. In 1962, the 
‘industrial Development Corporation of Orissa was set up with 
the objective of promoting industries in the private and 
public sectors. |t was expecied to play the role of a pace- 
setter and path finder for the industrialisation of the state, It 
has set up seven units in the public sector (Table 2). 


Under the Fourth Plan, the outlay on industries was 
Rs. 11.24 crores, out of which Rs- 9.43 crores were spent on 
thel. D.C. alone. Right from the Fourth Plan Period, the 
1 D.C. units have shown an actual production less than 
their total potential production (Table 3). | 


a Oe Ee Pe ere 
1. “Economic Base of Orissa” Bureau of Statistics & 
Economics, p. 30 
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Table 2 
1. D.C. Units n 
Name of the Year in Capital Annual! Employment Capital- 
unit which invest- produc: (in Nos) employ- 
produ- ment tion ment 
ction (Rs. ratio 
started crores) 
1 2 3 4 5 6 
1. Kalinga Iron 1°63 10.2 1,00,009 1,588 70,000 
works, Barabil ନଃ 
2. Hira Cement 1968 9.26 ,96,00 ` 1;;612 55,835 
works, Bargarh 
3. Ferro-Chrome 1969 7.23 10,000 1.110 63 070 
Plant, Jajpur 
Road 2 
4. Tile Factory, 1966 0.25 485;00,000 “324 7,716 
Choudwar Roofing tiles “ 
5. Hirakud 1962 0.74 — 960 7,708 
Industrial 


works, Hirakud 

6. Hira Cable 1967 2.28 3,000 mt 690 33,043 
works, Hirakud ® 

7. Re-rolling 1968 1.19 15,000 mt 544 22,060 
Mill, Hirakud M. S. Rods “ 


Source (a) The Economic Times, April 1, 1978 

(b) In an article, “States role in industri 
development” by SS. K. Lal, Chairman, 1. D. C., Orissa, 
published in the ‘“‘Times of India, “13th April, 
1980, it is mentioned that the . capital invested in the 
1. D, C. units so far amounts to Rs. 45 crores including 
Rs. 22 crores as share capital received from the State 
Government, and the number of persons’ directly employed 
by these units is around 4000. On the basis of these data 
the capital-employment ratio would come to Rs. 112,000 
per person. 
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The ratio between the two measures capacity utilisa- 
tion. This yardstick has been used by the Reserve Bank of 
India to measure capacity utilisation in Indian industries 
since the beginning of the Third Plan. The Reserve Bank 
study sho'as that capacity utilisation in Indian industries 
was about 88 per cent during the Third Plan period; it 
declined to 8. per cent during the period of the Annual Plans 


and further declined to 79 per cent during the Fourth Plan.” 
Table 3 shows that the capacity utilisation of the important 
industries in Orissa during the Fourth Plan period was more 
or less of the same order as in the case of India, In other 
words, it can be safely assumed that it is possible to raise 
production of the important large-scale industries in Orissa 
by 15-20 per cent by making full capacity utilisation, The 
Fifth Plan proposed an outlay of Rs. 16-60 crores on large 
and medium industries, Rs. 10.76 crores on-mineral develop- 
ment, and Rs 7.22 crores on village and smal! industries, 
This works out to a total of Rs, 34.58 crores or 4 per cent 
of the Fifth Plan outlay. The industrial development pro- 
grammes during the years 1974-79 aimed at (i) diversification 
of the industrial base by promotion of industries for the 
manufacture of new ‘products in public, private and joint 
sectors; (ii) decentralisation of the location of industries 
through the promotion of new industrial units in the identified 
growth centres and backward regions of the State; (iil) 
creation of increased opportunities of employment in the 
industriat dnd related sectors; (iv) promotion of industrial 
projects with the ‘aim of utilising the natural resources 
available in Orissa. 


PE Oe EC TR 
2. Ruddar Dutt, “‘Industrialisation and Employment”, The 
Economic Times, August 23, 1977. 


~ 
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Table 3 
CAPACITY UTILISATION IM 1, D. C. UNITS. 


Ne meaner reer tte erase are eer 


Name of the Unit Annual Capacity Actual %‰1ge of 
Utilisation (3) to (2) 
1 2 3 4 
« 1. Kalinga iron 1,00,000 mt. 80,260 mt. 80 
Works, Barbil 
‘2, Hira Cerent 3,96,000 mt. 3,55 000 mt. 90 
works, Bargarh 
3, Hira Cables 3,000 tonnas 2,250 tonnes 75 
Hirakud 
4. Tile factory, 48,00,000 66 
Choudwar Roofing tiles 
5. Ferro-chrome 10.000 mt. less 
Plant, Jajpur 
Road 


Source : “Fifth Five Year Plan of Orissa (Draft)”, 
p. 338-339. 


( *+It has exceeded this limit now. }) 


These objectives were sought to be translated into 
actuality through: a number’ of measures which Included 
Physical and financial assistance ‘to entrepreneurs for setting 
up industries in Orissa. Apart from direct services to be 
provided by the Directorate and Department of industries, 
three special institutions, viz, the Industrial Development 
Corporation of Orissa (1. D. C.) the Industrial Promotion and 
Investment Corporation “(IPICOL), and the Orissa State 
Finance Corporation (OSFC)}) were also requied to implement 
various programmes and provide financial and other assista- 
nce to the industrialists desiring to set up new industries in 
the State. Measures were sought to .be implemented to put 

° 
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an end to the under-utilisation of capacities of the I. D. C. 
units, A number of new units were expected to be establi- 
shed in the joint sector through the !, D. C. It was hoped 
that the Government of India would establish nine major 
projects in the Central sector ata total cost of Rs. 489.34 
crores. These included a fertiliser plan at Paradip (Rs. 24 
crores), Talcher Fertiliser Plant (Rs. 47.4 crores), Sukinda 
Nickel Project (Rs 38 cores), lieavy Water Plant at Talcher 
(Rs. 31 crores), Indian Rare Earth Project at Chatrapur 
(Rs, 15 crores) and the like. 


As part of the policy of rapid industrialisation, the 
State Government have identified many potential growth- 
centres for industrial concentration, These centres include 
Samba!pur, Jharasuguda, Hirakud complex; Rourkela 
complex; Talcher complex; Cuttack-Choudwar complex; 
Paradip complex, Rayagada-Thiruvalii complex; Berhampur 
Gopalpur Ganjam complex and Sunabeda complex. 


Features of Industrial Development of Orissa 

In the process of deliberate industrialisation of Orissa, 
as outlined above, certain features are worth noticing. The 
mining, metallurgical and metal based industries have 
received greater emphasis in the process Table 4 shows 
that in 1969, Iron and Steel constituted a littie more than 
(52 per cent) half the total! industrial output. of the .State. 
This table reveals that heavy industries such as iron and steel, 
chemical fertilisers, electric light and power, ;paper .and 
paper products have a high capital- output ratio. These 
are the most capital-intensive industries as the total productive 
capital-shared by these few industries is about 89 per cent 
of the total in Orissa.’ Table.4 shows these capital. intensive 
industries in the State have a very. small ratio of va'ue added 
per unit of productive capital invested in ;these industries. 


3. ‘‘Annual Survey of industries in ‘OriSsa’”’, Bureau of 
Statistics & Economics, p. 49. ees 
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Table 4 
PERCENTAGE OF OUTPUT OF DIFFERENT INDUSTRIES 
(1959) 
Industries Percentage Fixed Value 
of output capital added per 
to ‘total employed unit of 
industrial per productive 
output of employee capita! 
Orissa (Rs.) invested 
1. Iron & Steel 52.04 65,972 0.03 
2. Paper & Paper 
product 8.15 15,641 0.34 
3. Electric light, & power 5 02 68,995 0.07 
4. Industria! chemical 
fertiliser 4-57 76,289 0.09 
5, Grain mill products 3.84 4,421 0.28 
6. Cotton textiles 3.75 5.746 0.34 
7. Structural clay 
products 3.53 10,770 0.30 
8. Electrical machinary .1 38 55.221 0.14 
9. Saw milling 1-15 1,832 0.40 


10 Other industries 1 55 - - 
~All Industries 1C0 00 0.57 0.11 
Source : “Annual Survey of Industries in Orissa’’, Bureau of 
Statistics & Economics, p. 39,49 & «0. 
Productive capital refers to fixed capital plus 
working capital. 
‘Table 5 shows that output in the manufacturing sector has 


grown at a faster rate than employment in this line of activity. 
it follows that the heavy industries in which ‘the bulk of the 
© 
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additional capita! investment was made, being more capital- 
intensive, provide much less Scope for expansion of employ- 
ment than light industries. Consequently the industrial 
pattern followed has not brought about an enlargement of 
employment commensurate with the growth of output. 


Table 5 
GROWTH OF OUTPUT & EMPLOYMENT IN INDUSTRIES 
IN ORISSA 
Year Output Employment Employment-output 
index Index ratio (Efo) 

1961-62 100 100 1.00 
1964-65 157 129 082 
1968-69 272 175 0.64 
1969-70 285 169 0.59 


Source . Compiled from data taken from Table no. 3 (Growth 
of Factory Sector fndustries in Orissa), ‘‘The Economic Base 
of Orissa”, Bureau of Statistics & Economics, p. 59. 


Highest capital intensity 


It may be conceded that certain industries like steel, 
fertilisets though capital-intensive, cannot be ignored, as 
their development is probably necessary for the growth 
process and for supplying basic inputs for agriculture and 
small engineering units. However, efforts should be made 
to curb the growing capital intensity in these industries in 
order to promote employment. 


Table 6 shows in descending order the capital-employ- 
ment ratio in manufacturing industriés in a few States of our 
country. Itis noticed that the capital-employment ratio is 
highest in .Orissa, being of the orcer of Rs.62,100 to employ 
a person in the large-scale manufacturing sector. Table 6 
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shows that Orissa is followed by Madhya Pradesh, Bihar and 
Rajsthan, Maharashtra, West Bengal and: Gujarat do not have 
high capital-employment: ratios. This shows that the 
industrially advanced States have a large number of manu- 
facturing units, which are more employment-intensive 
compared to the industrially ‘backward ‘States which have a 


few but highly. capital-intensive manufacturing establish- 
ments. + 


Table 6 
CAPITAL-EMPLOYMENT RATIO IN MANUFACTURING 
INDUSTRIES | 
“ˆ States Capital- Coppin Ratio 
1, Orissa .62,095.6 © 
2. Madhya Pradesh 38,137.4 
3. Bihar #9795. 
4. Rajsthan 36,941.8 
‘5. Utter Pradesh - 35.628;2 
6. Punjab - 34,449.2 
7. Assam 32,7232 
_§; ° Harayana 30,204.0 
9. Maharashtra . 23,977.8. 
10. West Benga! 20,007.4 
elle Gujarat ~~~ 18,638.11 


Source :; J. P,-Saxena, “Employment Intensityi +: .foter- 
Industry Variations”, The Economic .Times, 
Sept; 30,:1977. 


Underdeveloped. Private Sector 5 

One of the important features of the industrial growth 
of Orissa is that the private sector.has- not developed adequa- 
tely. This can be. seen from the relative. contributions ofthe. 


4. J.-P:  Saxena’s article” i’ “the “Economic Times, 
Sept. 30, 1977. Sr Ea 
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public and private sector undertakings to the State income, 
as shown in Table 7, In 1964-65, i.e, during the period.of 
the Third Plan, the private sector contributed about 50 per 
Cent to the total value added by the organised factory sector. 
But, in 1969, the contribution of the public sector industries 
went up to 68 per cent and the private sector's share came 
down to 31 per cent. This shows that the public sector has 
taken the lead in the process of development of industries, as 
it should be. But the lead of the pioneering Sector is 
expected normally to have a healthy effect on the private 
sector. This is not borne-out by facts as adequate investments 


are not forthcoming in the private sector. W. A. Lewis points 
out : 


“The fundamenta! task of development planning is to 


Table 7 


VALUE ADDED PERCENTAGE-WISE BY MANUFACTURING 
INDUSTRIES ACCORDING TO THEIR 
OWNERSHIPS. 


Type of Value added Value added (per cent 
ownership (per cent in in 1969) 
1964) 

1. Wholly owned by 
Central Govt 33.95 42.39 
2. Wholly owne by 
State Govt. 14.78 25.69 
3. Joint Enterprise 
(Govt. & Private) 0.43 0.64 
4. Wholly Private ie ' 
Enterprises 50.48' 31.28 


Source . Annual Survey of Industries ( 1965-69 ), 
Bureau of Statistics & Economics, Ofissa, p. 44 ' ~ 


[a 
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release the energies of the people so that they may do what 
needs doing to raise the rate of economic growth, The things 
to be done are productive decisions to be made by a very 
large proportion of the country’s inhabitants. industrialists are 
to build factories, farmers are to adopt new technologies; 
labour is to move to new jobs; research workers are to find 
new solutions...if the rate of growth is to move from 3 to 5 
per cent. The planner’s job is to find out what,: stands in the 
way of these productive decisions, and to introduce measures 
which make such decisions more likely.° Suitab'e measures 
are required in order to pull up the private sector in Orissa 
which is lagging. The lagging private sector probably 
explains why manufacturing has not been the key to rapid 
economic development of the State. The state domestic 
product from the manufacturing sector does not show any 
significant rise So as to generete ever increasing surpluses for 
purposes of investment, This is seen from Table 8. Table 8 
is a sed commentary on the industrial development of Orissa 
in view of the fact that the rate of economic growth depends 
primarily on the rate of growth of commodity output. The 
contribution of the manufacturing sector to growth in the 
State income has been consistently lower: The private 
sector can flourish if there is a greater extent of freedom from 
administrative control and brighter opportunities for making 
profits- As W- A- Lewis points out : “Economic growth can 
not be produced by tegislation, administrative regulation or 
exhortation,without the accompaniment of high material incen- 
tives- Hence the crucial test of the quality of: development 
planning, in that part of the economy, which is left to private 
initiative is how effective are the incentives offered to the 
population to make decisions which will result in economic 
growth’, | 


ane idoatiir tire iii 
5. W- A- Lewis, ‘Development Planning’ , p- 269-270. 
6. W. A. Lewis ‘Development Planning”', p.269-270. 
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Table 8 


PERCENTAGE OF STATE DOMESTIC PRODUCT 
DERIVED FROM MANUFACTURING INDUSTRIES 
( at 1960-61 prices ) 


Yenur State product from manu- Domestic Product derivea 


facturing industries from Manutacturing 
(Registered)% (Un-registered)% 
1964-65 5.3 4.2 
1965-66 6.0 4.9 
1966-67 3.9 5.0 
1967-68 2.6 5.7 
1968-69. 3.9 4.8 
1969-70 5.0 4.6 
1970-71 4.9 4.2 
1971-72 5.1: 5.0 


Source.: ‘‘Estimates of. State Domestic product, 
(1960-61 to 1971-72), Bureau of Statistics - 
& Economics, Orissa, p. 48-49. 


An appraisal 


Deficiency in demand, :poor infrastructure and trans- 
portation facjlities, have limited the basis. for diversification of 
industry.in Orissa by: reducing .the incentives to invest on the- 
part of-priyate entrepreneurs... It is not:so much. the grant of 
subsidies and easy availability - of loans that encourage the 
producers to launch industrial projects. fItis the pull of a 
steadily growing. market that would attract the entreprenurial 
class to take up risky ventures by investment of capital. 


< 
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Private producers, guided by profit-motive, would generally 
prefer consumption goods industries with a low gestation 
period assuming that there is a steady and adequate stream of 
cash incomes flowing into the hands of the. vast sections of 
the rural and urban population. When the teeming millions 
do not have purchasing power on account of an itl-developed 
agricultural sector, the stimulus to start consumption goods 
industries, cannot be strong.. In the absence of consumption 
goods industries, the market for capital ana intermediate g292 15 
industries is absent. If the process of industrialisation is: of the 
reverse order, as has been the case in our country as well as 
Orissa, one can easily understand why the process cannot be 
a Self-sustaining one. As Prof, A. K, Dasgupta writes, ‘‘the 
choice as to where we should begin .and how we would 
proceed would be simple ; agriculture first, and then industry, 
light industry and then heavy; production for home, and then 
exports’’” The path travelled by us in our process of 
planning has been just the reverse of what Adam Smith had 
said, the ‘“‘natural progress of opulence’, As the principle of 
“natural order’ has been violated by our planned investments, 
the inevitable consequences which we now confront are 
excess capacity, inflation, unemployment and a rate of growth 
falling far short of the targets. In other words, since the 
development of heavy industry did not rely on progress in 
other sectors of the economy, industrialisation itself, contrary 
to expectations, failed to exercise a significant modernising 
impact on the basic low productive structures. The darkness 
and disappointments which now engulf our economy at the 
present time are largely the by-product of the unnatural 
differentiated approach in our plans to the various sectors and 
structures of the national economy which has an essential 
unity and interlocked elements. Lack of sufficient considera. 
tion or ignoring of individual links in the national economy 


7. A. K Dasgupta, “Plan Priorities : Some basic Issues’ 
Yojana, Annual number, 1978 p.16 
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and social life inevitably engenders disproportions and 
impedes the general process of development. 


It follows, therefore, that poor progress in the sphere 
of industrial development of the State is more due to inappro- 
priate management of the problem of economic development. 
The appropriate direction of policy in this matter is to follow 
the natural course by strengthening the vital links of the 
economy. This is what Prof. W. A, Lewis means when he 
writes : “If we were asked to pick-a sing!e factor as the most 
common cause of a low rate of economic growth, it would 
have to be the absence of a vigorous agricultural policy. As 
we have seen before, agricultural stagnation is the main 
constraint on the rate of growth. It keeps down the living 
stanards of the great majority of the people, ‘and in restricting 
their purchasing power, restricts also the scope for 
industrialisation.” | 
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SMALL SCALE INDUSTRIES IN ORISSA : 
THEIR ROLE AND PROSPECTS+* 


The current definition of small-scale industry covers 
all units with plant and machinery of the book value of Rs. 10 
lakhs as against Rs. 7-5 lakhs hitherto, So too the coverage 
of-small scale ancillaries has been widened to include units 
having investment upto Rs. 15 lakhs. 


Small industries in India around 1972 employed three 
times as many persons with the same stock of fixed capital as 
large industries.! Employment potential of the small sector 
has been further supported by the data revealed in the CSO 
Annual Survey of Industries, 1975. This survey shows that 
the small factories in the small sector, accounting for 6-5 per 
cent of the total fixed capital, employed one-third of the total 
persons employed. The tiny sector, constituting industries 
with investment in machinery and equipment upto Rs. 1 lakh 


¥ This ‘article had been originally published in “Problem 
and Prospects of Economic Develooment with special 
reference to’ Orissa”, Deptt. of Analytical and applied 
Economics, Utkal University. 


1. M. Y. Khan. “Capital Intensity and Employment gene- 
ration,” The. Economies: Times; April 18,1978 
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and situated in towns with a population of less than 50,000, 
having 2 per cent of the total fixed capital employed 14 per 
cent of the total persons employed in industry. Thus the 
small industrial sector accounting for 8-5 per cent of the fixed 
capital was employing nearly 47 per cent of the total workers 
and produced one-third of the total output. Against this, 
large factories accounting for a share of 43 per cent in total 
fixed capital employed only 7 per cent of the total workers. 
Large factories investing a huge .amount of capital shared 
only 17 per cent inthe total value added as against 36 per 
cent contributed by the small and tiny.sectors. 

A survey conducted in 1965 by the Bureau of Stati- 
stics and Economics, Orissa, concluded that there were about 
3,72,0C0 units employing about 7,00. 000 persons in village 
and small industries-in the non-factory sector, employing 
less-than 20 persons without:power, and less than 10 persons 
with power.” This survey, however excluded the industries 
registered under the Factories Act and “included: a large 
number of units which do not strictly: fall within the definition 
of small scale industries ° 


Some tacts: about the small-scale industries in the 
factory sector can be obtained from the **Annual Survey of 
Industries in Orissa: (1955-69)”, published by the Bureau of 
Statistics and Economics; It is mentioned here that about 
88. per cent of the: units-in:the. organised factory sector in 
1969 had each a fixed “capital of less than.5-lakhs, 91.8 per 
vent had a fixed capital each of less than” Rs.10 lakhs and 69 
é total had fixed. capital of Rs, 1 lakh éach, This 
shows that. the factory. sector in | Orissa is dominated by. small- 
26! ‘units®, ` But, paradoxically enough, _ these. industries 


2. Draft Fifth Five Year: Plan) Orissa, aR es 

3. Draft Fifth Five Year Plan, Orissa. 

4. : “Annual Survey of Industries in Ofisaa' ‘(9 65- 69)", 
Bureau of statistics and :Economics, Orissa;; p.18. 
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share only 11 per cent of the total productive capital and the 
heavy capital intensive industries command nearly 89 per cent 
of it.’ Inspite of this, the capital-intensive industries in the 
State have very low ratios of value added per unit of produc- 
tive capital invested, as seen from Table 1. This ratio is 0,08 
in the case of the iron and steel industry; 0.09 in case of 


industrial chemical fertilizer; 0.07 in electric light and power 
industries; ‘paper and paper products show a fairly high 


value added to capital invested (0.34). Compared to the 
heavy industries, the medium and small industries show a 
fairly higher output-capital ratio (Table 1) The tiny sector 
consisting of industries like grain mill products, furniture- 
making, saw mills, repair of motor vehicles and tobacco, have 
a relatively high output-capita! ratio. Contrary to’ general 
expectations, productivity of capital in industries in Orissa is 
inversely related to size of the firm, as shown in.Table 1, 
This is an important revelation. Again Table 2 shows that 
productivity of capital in the capital intensive industries in 
Orissa is much less compared to the same jin the case of 
their counterparts in the ‘country as a wholé, as well as 
the less capital intensive industries ‘inside ‘the State. 
These trends revealed “.by Table 2 and 1 along with 
‘the fact that that 80 per cent of the productive capital. in 
Orissa; has been invested: in capital intensive industries 
give ample support to the view that capital, whose scarcity is 
poverbial in a poor economy, is most unproductively utilised 
in our State, | 


ps — Ca < FB PF A 


5. lbid., Pp. 18. 
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Table 1 
Capital-output ratios in industries in Orissa 
Industries Productive Value added 
capital per unit of 
invested per productive 
employee capital 
invested, 


A. CAPITAL INTENSIVE 


INDUSTRIES 
Iron & Steel 
. Industrial Chemical 
fertiliser 
Electric machinary 
Electric light and power 
Paper & Paper products. 
Qugar factories 
B. MEDIUM AND SMALL 
INDUSTRIES 


1. Metal products except 
machirtes 


2 Non-metallic mineral 


ND — 


rE 


3 Miscellaneous Chemmical 


products 
4. Tanneries 


5. Pottery, Chena & earthen 


ware 
‘6. Cotton textiles 
C. Tiny Sector 
4. Grain mill product 
2..:Furniture &.fixture 
3. Saw milling 
4 Repair of motor vehicle 
5. Tobacco 


Sl 


pO OO 


78,635 0.08 
94,117 0.09 
95,285 0.14 
45,212 0.07 
21,255 0.34 
23,222 0.15 
17,307 0.14 
13,384 0.27 
10,507 0.42“ 
10,351 0.12 
,676 0-13 
9,451. 0.34 
7,550 0.28 
6,252 0°22 
5,577 0.40 
5,499 0.47 
3,796 0.53 


‘Source ¢ “‘Annual Survey of Industries in- Orissa (1 965- 69)", 
Bureau of Statistics & Economics. - 
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Table 2 


Some Structural Ratios for major industries. 


INDIA (1973.74) ORISSA (1969) 
Fixed Value Fixed Value 
Capital added per capital added 
per unit of per per unit 
worker fixed worker of, fixed 
capital capital 
1. fron & Steel 47,696 0.28 65,972 0.46 
2, Electrical 
Machinery 17,098 1.01 55,221 1.34 
3. Cotton 
textiles 5,453 1 45 5,746 2.41 
4- Leather & 3,625 1.92 2,521 4.05 


Leather products 
5. Paper & Paper 


products 14,413 0.69 15,641 1.39 
6. Non-metallic 

mineral 

productSs 12,387 0.48 3,889 2.91 
7. Wood & wood 

products 6,997 1.20 1,887 2.35 
8. Tobacco 2,961 1.63 685 22-81 


rear rt A 

Sources ; (a) Ruddar Dutta, “Industrialisation & Employment”, 
The Economic Times, August 23, ( for figures 
relating to India in 1973-7 + ) 


(b) “Annual Survey of Industries, in Orissa”’ Bureau of 
Statistics & Econemics, ( 1965-69 ). 
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While the capital-output ratio gives a m2asure of the 
capital intensity of an industry, the capital-labour ratio serves 
as an indicator of the labour intensity. In other words, the 
amount of capital required for employing a unit of labour in 
different ‘industries reveals the extent of mechanisation in 
these lines and their re'ative employment potentialities. Table2 
gives alSo a comparative picture of the capital investment 
made per unit of labour ina few industries in Orissa and 
India. The advocates of industrialisation with capital-inten- 
sive technology argue that the capita! intensive process can 
ensure a higher rate of growth and consequently a larger 
output per unit of capital. {in other words. the argument is 
‘put forward that higher labour-intensity may adversely affect 
production, Since output is a secondary consideration to the 
amount of labour employed. This can bes explained with the 
help of Fig. 1. Imagine two industries A and B, with produc- 
tion funcations ‘Aj’ and ‘Bj’ as shown in Fig. 1. Both indust- 


0 i = B 
Labour ‘employed 
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ries use the same amount of capital, Industry ‘A’ yields the 
highest output for any amount of labour employed but can 
employ only OA {labour iinto the point where its marginal 
product becomes zero. Industry ‘B' yields a lower output, 
but uses more labour OB. Using the labour intensity criterion, 
industry B should be chosen in preference to industry A. We 
may assume here that the small-scale and tiny industries have 
a production function comparable to ‘B’, in the diagram and, 
consequently, the preference for such industries would 
amount to sacrificing greater output, investible surplus and 
efficient' production, The implicit assumption behind this 
argument is that capital intensity per worker raises labour 
productivity and thereby results in a lower capital-output 
ratio. Kurihara emphatically mentions ‘‘that the proposition 
that a less capital intensive product can entai! a lower capital. 
output ratio would be valid only if the productivity of labour 
is assumed to be independent of capital intensity. But this 
latter assumption is of doubtful plausibility, for observation 
and experience indicate that the productivity of labour varies 
in consequence of more or less capital intensive industrialisa - 
tion 6 The data shown in Table 1 and 2 do not support this 
assertion. 

As already mentioned, an analysis of the data shown 
in Tables 1 and 2 reveals that it would be a mistake to 
generalise that value added per unit of fixed capital is higher 
in the case of all capital-intensive industries as compared to 
labour-intensive industries. Empirical evidence, as Shown in 
Table 2, in our country as well as Orissa indicates that value 
added per unit of fixed capital was appreciably lower in the 
case of highly capital-intensive industries like iron and steel, 
electrical machinery, paper and paper products. {In contrast, 
in labour-intensive industries like leather and leather products, 
tobacco, cotton textiles, wood and wood products, the value 


6. K. K, Kurihara, “The Keynesian Theory of Economic 
Development”, p. 94, 
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added per unit of capital is relatively higher. The obvious 
conclusion from this is that Kurihara'’s contention that, ‘‘the 
productivity of labour varies in consequence of more or less 
capital intensive irdustrialisation’’ is not necessarily tue. 

An important argument against [labour-intensive 
industries has been that they do not generate a high rate of 
saving and investment. It has always been felt that the more 
capital intensive the technology is, the lower the level of 
employment and consumption and, therefore, the firger would 
be the surplus available for investment. The explanation of 
this can be made with the help of Fig, 2, 


Fig-2 


Total 


Ealbsw 


In Fig, 2, output is measured on..the vertical axis above 
the origin, and labour on the horizontal axis. There isa fixed 
amount of capital indicated by OK on the vertical axis below 
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the origin. OW represents the wage rate. Consumption will 
rise linearly also if all wages are consumed. With the fixed 
amount of capital, OK, output is maximised with the employ- 
ment of labour O01, but the surplus of production over 
consumption (=HQ) is very small with this labour-intensive 
technology. The investible surplus is maximised with the 
employment of labour, OR, where a tangent to the total 
Product curve is parallel at S to the wage-line OW. It follows 
trom this diagram that labour-intensive techniques maximise 
output and employment, whereas capital-intensive techni- 
ques provide a greater surplus for reinvestment. But the 
argument that labour-intensive industries do not genetate a 
higher rate of saving and investment has been considered by 
some writers as not tenable.’ These writers Point out:the 
“the rate of profit ‘in smal! industries is not much: lower than 
in other competitive industries’’. This is evidenced by their 
very survival! against capital-intensive large-scale production, 
Dr.T. Y. Wu, on the basis of statistics of India, Japan, 
Pakistan, and Philippines, found that, ‘“‘both the output- 
capital ratio (O/K) and wage-capital ratio (W/K) show an 
inverse relationship with capital-intensity, indicating-that the 
total income and wage-income per unit of capital investment 
do ‘increase with a decrease in capital intensity’’, There 
appears to be no conclusive evidence to support the hypothe- 
sis of increasing profit with increasing ‘capital intensity, Dr. 
Wu, therefore, writes: “‘In countries’ with large unemployment 
and under-employment,.capital light: production by providing 
more employment.:and larger output and.by reducing the 
needs of supporting the unemployed, may .increase saving 
through external, 6co nomy."’® 

A comparison of the rates of profit in the large-scale 
and’small industries. in Orissa also, supports the proposition 


7. Ruddar Dutta, “Industrialisation and - Employment, 


The Economic Times, Aug, 23,1 77. 
8. ibid. | ନ” Lo 


ef te 
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that the rate of profit in small industries is not much lower 
vis-a-vis the large ones. The data shown in table 3 may be 
seen in this connection, which shows cost as a percentage of 
the gross value of total output in large and small industries in 
1969, thereby giving us an idea of the rates of profit in these 
industries. Table 3 shows that the ratio of total cost to 
gross value of output in the large industries in Orissa varies 
from 71 per cent to 97 per cent; the sa ne ratio ranges from 
66.4 per cent to 96 2 per cent in small and medium industries, 
with some exceptions. 


All this shows that small scale industries are deci- 
dedly superior from the point of view of employment genera- 
tion and faster rate of growth of output. ‘Empirical evidence 
also shows. that these units ate not inferior to large-scale 


Table 3 


Cost as a percentage of value of gross output in large 
and small industries in Orissa ( 1959 ) 


. LARGE INDUSTRIES SMALL INDUSTRIES 
Industries Cost asa Industry Cost as 
ଆ. %age of a %age 
value of of value 
gross of gross 
output... I ; output 


rman rman 


1. Sugar, Factories  .88.88 1. Grain:Mill product +7417 
:2t: Cotton’ Textilés: 96:75 2>Tobacco products. 96:18 
3. Paper.& Paper; ର ' ¢ 


products ` 82.92 3, Saw:milling - ` "72.84 
4. Industrial chemical! © «- Nn $ 

fertiliser. 93.05: 4. Printing press” - 88.64 
5 lrop :€ Steel 9447 . ଭି Tanneries i 95.96 
6. Electrical Repair, of motor - 

Machinery 87.46 vehicles en 71.79 


a 
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7. Electrical light & 7. Manufacture ot lce 66.41 
power 71.30 
S§, Non-metallic 
mineral! 81.65 
ALL INDUSTRIES 88.72 ALL INDUSTRIES 88.72 


oO Reed oo OO Ae Due Otten 
Source : Annual! Survey of industries in Orissa (1965-69), 
‘Bureau of Statistics & Economics, pages 45 & 46. 


units from the point of view of rates of profit obtained and 
generation of surplus for reinvestment. Even in respect of 
technology. the small scale sector is not behind the big 
industry, {It produccs skill-intensive and sophisticated items 
like electronics, precision instruments, automobile compo- 
nents, machine tools and the like, besides mass: ‘consumption 
goods !ike books and stationery,- domestic utensils, keorsene 
stoves, bicycles, electrical gadgets, matches, sports goods 
arid so on. That the small scale sector has achieved.a high 
standard of efficiency is also evident from their export per: 
formance. Already this: ‘sector accounts for export- 
earnings of Rs. 400 crores per annum, representing 12 per 
cent oftota!l exports of our country’, Hence the New 
Industrial Policy ( 1978) has rightly emphasised ‘“‘effective 
promotion of cottage and small industries widely dispersed 
in rural areas and towns", 


New steps to develop these industries: 


The New .lIndustrial Policy emphasises that the -foca! 
point of development for small scale cottage'industries should. 
be ‘taken away from the big cities and State.capitals to the’ 
district headquarters. {fn each district, there will be one agency 
to,deal with all requirements, of smal} and village industries. 
This will be called the District Industries centre, Under the. 
single roof of the district industries centre, all .the services 


9. Bank of India Bulletin, Vol, 14, Jan, 1976.; p:8. 
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and support required by small villajge entrepreneurs will be 
provided. These wilt include economic investigation of the 
raw materials of the district and other resources, supply of 
machinery and equipment, provision of raw materials,arrange- 
ments of credit facilities, an effective set-up for marketing and 
a cell for quality control, reasearch and extension. The 
centre will have a separate wing for looking after the special 
needs of cottage and household industries as distinct from 
small industries 


in order to provide effective financia! support for pro- 
motion of small, vitlage and cottage industries, the Industrial 
Development Bank of india has taken Steps to set up a 
Separate wing to deal exclusively with the credit requirements 
of this sector. It will co-ordinate, guide and monitor the 
entire range of credit facilities offered by other institutions 
for the small and cottage sector for whom separate wings will 
be set up in the nationalised banks. Banks will also be ex- 
pected to earmark aspecified proportion of their total advances 
for promotion of small, village and cottage industries 


, The growth of the smal! scale and cottage industries 
has been slow mainly for want of satisfactory marketing 
arrangements for their products, The marketing of goods of. 
these sectors accompained by measures like product standar- 
disation, quality control. marketing surveys will, therefore, 
need special attention. Purchase preference and reservation 
for exclusive purchase by the departments of government and 
public sector undertakings will also be used to support the 
marketing of these. products. Moreover, the- reservation of 
500 items of production for the:small scale. sector is a step to 
avoid competition in marketing.’ 


This elaborate arrangement to develop ‘ “small and 
Cottage industries does not’ necessarily mean giving less 
importance to large-scale industries, It has been categorically 
‘stated that large-scale units have a clear role to play in basic’ 


a 
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industries, capital goods manufacture and high technology 
areas. But to meet the basic minimum needs of the popula- 
tion, a wider dispersal of small-scale and village industries 
and strengthening of the agricutitural sector are essential. To 
facilitate the wider dispersal of small units, it becomes nece- 
ssary to bring all the agencies required for their development 
under the control of one organisation operating at the 
district level. But the crucial question is whether the centres 
would be able to command the necessary resources and 
expertise. .Can the supply of smal! entrepreneurs, skilled 
labourers and the other resources needed be pushed up so 
easily and also within a short span of time over such a wide 
area for small units to develop in nearly 000 items of produc- 
‘tion now reserved for them ? Gne is tempted to quote here a 
metaphor coined in a different context-: ‘100 flowers may 
grow where a single flower would wither away for lack of 
nourishment’’, It appears, therefore, that while it .may be 
easy to prevent the large sector from entering the fields 
reserved for the .small, it is by no means certain that despite 
all efforts, small units will come up on the scale required. 


The objective of industrialising ‘rural areas by develop- 
ing village industries is laudable. But it must be realised that 
only a viable and dynamic agricuitural economy would ensure 
the viability of the rural industries: through the enlargment of 
the internal market. The cardinal fact is that since agriculture 
is by far the most dominant sector of the economy, it is 
obvious that the national economy cannot surge forward 
unless there is.rapid agricultural progress in such a manner aS 
19 reduce glaring inequalities in the ownership of land and 
raising the purchasing power in the hands of the marginal 
and small farmers who constitute at present 70 per cent of 
the cultivators and have only 20 per cent of the cultivated 
land. ‘“‘The bulk of the population in ali developing countries 
is engaged in agriculture, The carrying ‘out of agrarian 
reforms, whose necessity ts generally .srecognisad, and the 
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provision of land to the tiller not only puts an end to social 
injustice, but also provides jobs for the people in the 
countryside and stimulates the develooment of non-agricul- 
ture work there (small scale rural industry, trade, the services, 
etc”,10, Agriculture. and industry, power generation and 
transportation should not be looked upon as competing but 
as complementary ones ard their growth rates ought to be 
batanced. The new inaustrial policy seems to aim at achiev. 
ing the limited objective of dispersal ‘of industrial growth and 
encourgement of small entrepreneurs in hitherto neglected 
regions.!! The major shortcoming of this policy relates to the 
fact that it fails to outline positive steps to promote ths co- 
ordinated growth of industry and agriculture in the manner 
indicated. A depressed agricultural economy, where nearly 
60 per cent are under-employed, results in reducing the pur- 
chasing power of the teeming millions and thereby creating a 
situation for the small industries to become easily sick. 
Therefore, there is the apprehension..that, inspite of all these 
proposed measures to boost up small-scale industry in our 
country and Orissa, their future would remain. bleak unless 
the basic foundation “of the ‘economy is appropriately 
Strengthened. 


Another important obstacle standing in the way of 
the expansion of smal! scale industries is the inappropriate- 
mess of market prices which explains partly the excessive 
‘capital intensity of the ‘development programmes. W. A, 
Lewis points out, “if prices do not ‘accurately reflect ‘factor 
scarcities, desirable labour intensive methods will not be 


10. Page 42, “Soviet Review” April 26, 1979 in “Develop- 
ment and Employment”, By, Prof. M. .Voikor. 


41. Shrinivas Thakur, “New Thrust ୫ implications” The 
‘Economic Times, March 4, 18978, 
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able to compete with less desirable capital intensive methods 
unless there is administrative protection'’,!*” If shadow prices 
could be used as a basis for determining the use of capital. 
new investment in underdeveloped countries could hardly 
result in reducing unemployment. It can be shown that if 
the prices of factors correspond to their accounting prices, 
the possibility of achieving full employment of all resources, 
both capital and labour in our economy can be ensured. 
Hence Lewis righly points out, ‘“‘current prices tend to under- 
state the scarcity of capital and foreign exchange, and the 
relative abundance of labour.. The correct degree of capital- 
intensity cannot be attained without administrative action 
based on shadow prices”, 3 


EAT TEE 


12, :W. A. Lewis, ‘‘Development Planning”, p.61 
13. Ibid,, p:68: ° 
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CHAPTER 13 


WORKING OF ORISSA STATE.FINANCIAL 
CORPORATION—A CRITICAL ANALYSIS 


Soon after independence in 1947 Dr, Shyam Prasad 
Mukherjee, the then Minister of Industries declared the first 
industrial policy resofution in 1948 envisaging a mixed 
economy. As a follow-up measure, the same year the 
Industrial Finance Corporation of india was constituted under 
an Act of Parliament with a view to sanction medium and 
long-term loans to medium and large scale industries to speed 
up growth of textile, cotton and sugar industries to neutralise 
the loss suffered on partition of the country. Soon after the 
establishment of the IFC! the planners acutely felt the need of 
a State Level Industrial Finance Corporation to cater to the 
requirements of both small scale and medium scale industries. 
Accordingly, the State Financial Corporations Act was passed 
by the Parliament in 1951 in terms of which each state was 
to have a statutory Corporation to rei,der financial assistance 
to small scale and medium scale industry and infrastructure 
development:without which industrial ‘ development could not 
be possible. c ° : 
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2: According to the provisions of the SFCs Act, a 
State Financial Corporation is to render financial assistance 
for any of the following activities, viz., 


i) the manufacture, preservation or processing of goods; 
ii) mining; 
lii) the hotel industry; | 
iv) the transport of passenger or goods by road or by water 
or “by air; | 
v) the generation or distribution of electricity or any other 
form of power; .. 
vi) the maintenance, repair, testing or, servicing of machi- 
nery of any description or vehicle .or vessels or motor 
boats or trailers or tractors; 


vii) Assembling, repairing or packing or any article-with the 
aid of machinery or power; 


viii) the development of .any contiguous area of land as an 
industrial estate; 


““ix) fishing or providing shore facilities for fishing or main- 
tenance thereof ; or 


He) providing special or technical knowledge or other 
services for the promotion of industrial growth.” 


3. Though the SFCs Actcame into force in 1951, 
most of the SFCs came into existence during the period 1954- 
1956. The Orissa State Financial Corporation was‘incorpo- 
rated'under the Parliament Act on 20th March 1956, but it 
actually started functioning: from 1957-58. 


4. In terms, of the Act, the authorised capital of the 
State: Financial Corporation :was to be not, less than Rs, 50 
lakhs and not to exceed Rs. 10 crores. The State Govern- 
ment. of Orissa made an initial share. capita! contribution of 
Rs. . 50 lakhs. to. .the Orissa: :State Financial Corporation (OSFC) 
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in the year 1957-58 with a guaranteed minimum dividend of 
3 1/2% and contributed a further share capital of Rs. 50 
lakhs in 1962 with a guaranteed dividend of 4%. The present 
paid-up capita! of the Orissa State Financial ‘Corporation is 
Rs, 176 Jakhs with the following shareholding pattern : 


Break-up of Shareholdings Rs. lokb yA 
(1) State Government 117.15 66.57 
(2) Industrial Development 43.60 24.43 
Bank of India (IDB!) | 
(3) Scheduled banks, Insurance 15.70 8.90 


Companies, Co-operative 
Societies & other Financia! 
Institutions 
(4) Other. Private Share holders - 0.15 0.10 
176.00 -- 10000 


5. The period for 1957-58 to 1962.6 could be 
tenned as period of infancy for the Corporation which 
depended entirely on the share capital of Rs. 1 crore contri- 
buted by the State Government, there being no flexible source 
of fund for term lending. No wonder, during this first period 
of six years the Corporation had sanctioned a small amount of 
Rs. 131,47 lakhs and disbursed a .sum of Rs. 77.62 lakhs 
only. 1. 

6. .Realising ,the urgent need for. a mechanism 
for . quick . devolution’ of. industrial finance. to the:: . State, 
Financial Corporations, the Industrial . Development Bank 
of india (IDBI) was constituted under an act of 
Parliament'in 1964 as the apex ‘term -lending' institution for 
industrial ‘development: in the Gountrys ‘In terms- ‘of this Act; 
the State Financial Corporations” as well! as” other ali- india 
financial institutions; state leyel orpdrations. and Commercial 
Banks were organically linked up with the IDB? in the matter 
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of availing of industrial finance and their dev lution to the 
industrial concerns. In other words, the State Financial 
Corporation and also other bodies were now in a position to 
get back a substantial portion of the amount disbursed to 
industrial units by way of refinance from the ID3l. fo begin 
with, in the year 1963-64, the Corporation availed a refinance 
assistance of Rs. 13 lakhs which went up to as much as 
Rs. 370. 50 lakhs in the year 1978-79, 


7. A second flexibie source of fund for the State 
Financial Corporation is the loan bond. In terms of Section 
7 of the SFCs Act, the working capita! of a State Financial 
Corporation could be augmented by issue Of bonds with 
State Government guarantee, For the first time in the year 
1964-65 the Corporation floated bonds for Rs. 50 lakhs which 
was fully subscribed. The bond floated in 1978-79 was for 
Rs. 300 lakhs. 


8. Besides the Share Capital, IDBI Refinance, bonds, 
the other source which in course of time should be the major 
source of funds is the recovery of dues from the borrowers 
towards principa! and interest. 


9. Having analysed the sources of funds as above, it 
will be interesting to ~indicate the quantum of sanction, 
disbursement during the first phase of six years ending 
1962-63, the second phase ending with 1972-73 and the third 
phase ending with 1978-79. 


(Rs. in lakhs) Yearly 
Average 


Sanctioned Disbursed Sanctioned Disbursed 


ist phase 

(57-58 to 62-63) 131.47 77-62 22 13 
2nd phase , 
(63-64 to 72-73) 706.56 492,29 70.65 49,30 
3rd: phase 


73-7. 4 to 78-79) 3701.12 1599.48 616.85 2୦୫6.60 
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The total sanction of assistance in the form of loans 
from inception in 1957-58 till tha enti of 1973-79 comes to 
Rs, 4539. 12 lakhs to as many as 3579 units. fhe total disour- 
sement of loan assistance since its inception till 31. 3. 79 
comes to Rs. 2164.43 lakhs covering 1678 industrial units. 
It will therefore be noticed that for various.reasons the entre. 
preneurs do not come up to avail the loan assistance after 
sanction of the toan for which the total! progressive disburse- 
ment of loan as on 31. 3. 79 forms 47 7% of the total sanc- 
tions. Similarly, the number of entrepreneurs who came’ up 
for disbursements to start industry form 47.2% of the entre- 
preneurs who were found eligible to take loan. In other 
words, more than 50% of the entrepreneurs do not actually 
come up to start industries even after sanction of the loan by 
the OSFC, 


10. Of these 1678 units effectively assisted by the 
Corporation til 31st March 1979, as many as 1616 come 
under the category of small scale industries, involving an 
investment of less than Rs. 10 lakhs in plant and machinery 
and the remaining 62 come within medium scale industries, 
involving higher investment in plant and machinery. The 
composition of the 1616 small scale units financed by the 
Corporation is indicated below. 


a} Rice hullers, oil expetlers and other, 403 
food processing units I 
b) Goods & passenger transport vehicles 303 
c) Fishing trawlers 215 
d)} Handioom and powerloom units 94 
e) Stone Crushers, minera} grinding, bricks 90 
and tile manufacturing 
f; Other Engineering and Fabricating units 65 
g) Wooden furnitures and fixtures 50 
h) Printing Press 43 
i) Manufacture of electrical appliances and 
supplies 33 
j) Hotel industries . 28. 
k) Rubber products 25 
1) Misc. manufacturing & processing units 267 
: Total:- . 1.616 
~n ” !-- meee 
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11, In the medium scale the corporation has financed 
Solvent Extraction Plants, Rerolling Mills, Ship Repairing 
units, Scientific glass and Equipments, Machine manufactur- 
ing units, Ceramic and Refractory units, R. C. C. Railway 
Sleepers, Fertilizer Units, Heavy Structurals, Steel Casting 
units, Freezing Piants etc. 


12. Of the 1616 units in the small scale 503 units 
are located in 8 backward districts and 1113 units are located 
in Cuttack, Puri, Ganjam, Sundergarh and Sambalpur districts, 
In order to remove the regional! imbalance in the matter of 
industrial development which is the main indicator of econo- 
mic development in a region, a Centra! Investment Subsidy 
at 15% of the total investment in block assets is admissible, 
The Orissa State Financial Corporation as the sole disbursing 
agency for the Central Investment Subsidy has already 
disbursed about Rs. 93,89 lakhs to 314 industrial units. 


13. Despite various incentives and subsidies, 
entrepreneurship has been found to be quite shy in Orissa 
as most of the people do not ‘have any investible surplus 10 
provide the element of promoter’s contribution in establish. 
ment of an industry. fn tune with the new industrial policy, 
freezing industrial development in cities with a population 
of more than 5 lakhs and the concept of wide dispersal of 
tiny sector industries in towns with a population of less than 
52,000 with active help ‘of the District Industries Centres, the 
State Financial Corporation has liberalised the element of 
promoter's share which in banking parlance is known as 
margin money. Technical entrepreneurs and other educated 
general entrepreneurs with a short term training in Entrepre- 
neur Development Programme (EDP) are now eligible to get 
100% assistance for construction of building and acquisition 
‘of plants ‘and ‘machinery. Liberalisation of the. promoter’s 
contribution has enabled the corporation .to. step up its 
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investment by more than 100%; in 1978-79 compared to the 
year 1977-78. 


14. Though the State Financial Corporation is a 
statutory body, the accounting system is based on Mercantile 
basis. In this system, the interest income accruing on a term 
loan is considered to be the income for the purpose of prepara- 
tion of Profit and Loss Account though the Cash Income 
actually derived falls far short of the accrual. Owing to this 
dichotomy between accrua! and actuals, the Orissa State 
Financial Corporation as well as the other State Financial 
Corporations have been made to pay heavy Income Tax, This 
caused concern in the IDB, the apex Industrial Development 
Bank, for which in the Annual Conference of SFCs held in 
76-77 two important Committees were constituted to bring 
about Accounting Reforms so as to, inter alia, bricige the gap 
between accrued income and actual income. {It was univer- 
sally acknowledged that owing to a number of factors such 


as marketing and raw material constraints, managerial inco- 
mpetance, technical failure and other factors, a number of 
samt scale industries fell sick specially during the period of 
industrial recession rendering them incapable of paying 
the dues of the term lending institutions. As a result, some 
of the financia! institutions themselves became sick and their 
cash income was found to be less than their cash expenditure, 
eroding the Share Capital base and the reserves notionally 
built under the provisions of the SFCs Act. The total cash 
expenditure, the total cash income and the income tax paid by 
that even the preceding 3 years are indicated below to show 
the OSFC in in the face of heavy cash loss, the Corporation 
had to pay income tax (without any _,real-income) which was 
however rectified in 1978-79 by accounting reforms. 
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Rs, lakh 
EE cp rE 


Year Total cash income Total cash (-+)Surplus Income 


(interest income expenditure (-)Defecit Tax 
on loan) (interest paid Paid 
on borrowings 
& Estt, expenses) 


76-77 50.86 74.46 (-) 23.54 12.28 
77-78 61.76 78.07 (-) 16.31 12.70 
78-79 127.24 123.73 (+) 3.61 0.25 


The income tax payable for 78-79 could be reduced 
to a mere Rs. 0.25 lakh from Rs, 12.70 lakhs paid in 77-78 
by making a provision of Rs, 33 lakhs towards bad and 
doubtful debt on account of unrealisable defaulted dues from 
units lying closed for several years. 


15. While accounting reforms will help the Corpora- 
tion to reduce its tax and other indirect burdens for some 
years, the Corporation has to depend increasingly on collec- 
tion of dues from the assisted units as the major source of 
income to be ploughed back fcr investment. The arrear 
position of SFCs had assumed alarming proportions and the 
percentage of recovery to collectable dues in most of the 18 
SFCs was about 25 In introducing various reforms including 
reschedulement of dues of industries showing signs of 
incipient sickness, the SFCs are expected to have stepped up 
the recovery as percentage of collectable dues to 40 in the 
year 1978-79. However, according to the norms prescribed 
by the World Bank through whom various lines of credit come 
tothe SFCs through the Industrial Development Bank of 
india (IDBI ), a State Financial Corporation is to collect 
minimum 70% of the current dues and 40%, of the arrear dues 
making an average of about 55% after making provision for 
bad and doubtful debts. In,this connexion it may be stated 
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that against a total collectable amount of Rs. 651. 19 lakhs 
in 1977-78 towards principal and interest the Corporatiom 
had hardly collected Rs, 107. 99 lakhs which amounted to 

17%, of the total collectable dues. However, in the year 
1978.79 against total! collectable amc unt of Rs. 632. 49 lakhs 
the total collection was Rs. 242, 4? lakhs which formed © 8% 
of the total collectable dues. In 1977-78 the percentage of 
collection was low owing to collection of onty Rs. 7 50 lakhs 
from trawler operators against collectable dues of Rs. 97. 76 
takhs. tn the year 78-79 through various coercive measures 
including seizure of trawlers and their sale, the Corporation 
could collect Rs, 54 lakhs from the trawler units against 
collectable dues of Rs.180 lakhs. The target of collection for 
1979-80 on account of trawler units is Rs. 172 lakhs against 
collectable amount of Rs 334 lakhs. An analysis of the 


defaults from trawler units has revealed that though the 
trawler units had very good income during 1972-79 there 
was no anxiety to repay the loans primarily due to the fact 


that these loans were not secured by mortgage of immovable 
property and there was absentee-landlordism in trawler 
operation. fn order to set right this imbalance, the Corpora- 
tion has proposed to sanction trawler loans only f..r a limited 
number of entrepreneurs primarily belonging to fishermen 
community with provision for mortgage of iminmovable property 
as a security against. loan to be advanced. The Corporation 
has also decided to seize about 50 to 60 trawlers in the peak 
operation season in October-November ‘79 so that a substan- 
tial portion of the defaulted dues could be realised by way of 
‘out-right sale of these seized trawlers. The Corporation has 
also taken decision to take over some of the. defaulting 
manufacturing units in Rourkela, Cuttack and Bhubaneswer 
under section 29 of the SFCs Act for sale to third parties in 
the | light of a recent experience in taking over the industrial 
concern of a recalcitrant sodium dichromate unit ଅନ its. sale 
to a third party. ; itis ‘hoded that the total collections of the 
OSFC will go up to Rs, 415 lakhs in 1979-80 against a total 
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collection of Rs. 242 lakhs in 1978.79 and Rs. iO8 lakhs 
in 1977-78. 


16. In the recent past, the, Corporation has 
streamlined the system of entrepreneurs identification. pre- 
sanction, appraisal, sanction and disbursement of loan and 
in case of tiny sector industries, emergence of District indust- 
ries Centres (DICS) hus heiped in quick identification of 
enetrepreneurs in far flung areas through a decentralised 
Entrepreneur Development Programme, In case of medium 
scale industries, the Industrial Promotion and Investment 
Corporation of Orissa Limited (IPICCL) have been identifying 
promoters for medium scale industries and the system of 
joint appraisal by IPICOL and OSFC has helped quick invest- 
ment decisions. As many as 242 cases of loans in tiny sector 
has been sanctioned by the Branch Managers of the OSFC 
on the basis of pre-sanction inspection conducted by the 
OIPS in the rural areas. Similarly, the OSFC has been able 
to sanction term loan in case of 42 units on the medium Scale 
through a system of joint appraisal with {PICOL. 

17. OSFC as a financial institution is multidimensio- 
nal both in respect of its operational organisation and clientele 
to whom it is to serve. Owing to the national decision to 
open a net work of branches of commercial banks through 
out the country, the demand for professionals in the field of 
financial! and technical appraisal has far outstripped the 
supply and there is constant brain drain from the SFCs who 
need such professionals in increasingly large numbers owing 
to the imperative need to have branches and fie!d offices in 
each district to implement ths new policy of Composite Loan 
Scheme to cater to the traditional and modern artisans scatte- 


fed throughout tne state, 
18. “‘Small is beautiful’”’, Buta big unified organi- 


sation is the crying need of the hour to subserve the need of 


innumerable ‘small men’ awaiting employment-oriented 
gainful schemes, {In the face of all the constraints of a 
pluralistic society, the OSFC is trying its best to be worthy 


of its existence, ୮) 
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CHAPTER 14 


THE PROBLEM OF TRANSPORT IN 
ORISSA 


A well developed transport system constitutes one of 
the essential pre-requisites of economic development ofa. 
country. A sound transport system helps in augmenting 
trade and commerce which are, in turn, responsible for agrari- 
an development and industrial expansion. Orissa continues 
tobe an underdeveloped State in the Indian Union even 
after 28 years of economic planning. Even though Orissa 
is rich in respect ‘of: forest: minera! and other allied 
natural resources, it is a land of poverty in the midst of 
potential plenty. The lack of adequate transport facilities is 
one of the main reasons of economic backwardness of the 
state. The natural resources‘are not exploited to the optimum 
extent for the purpose of economic development in the 
absence of adequate facilities of transport and communica- 
tion. 

The paradox of poverty amidst plenty is no where SO 
striking as in Orissa. The system of railway transport is 
worth examining in the context of the analysis of economic 
backwardness of the .state, The state has only 11 kms. of 
railway line per 100 sq kms., as compared to 18 kms. for the 
entire country; the same is 39 kms. for West Bengal and 
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40 kms for Bihar. Besides this, railway lings which are of 
utmost importance to the economy of the state, have only a 
peripheral setting. More than half a century has passed, but 
there has been no additional track except for Dandakaranya- 
Balangir-Kiriburu and Cuttack-Paradeep railway lines, 
The Talcher line was constructed with certain basic objectives. 
The primary objective was to exploit the coal resources of 
Talcher to supply fuel for railway engines. At present the 
variety of coal obtained from Talcher mines is considered too 
inferior to be used as fuel for railway engines. However the 
Talcher Railway line is now open for both passenger traffic 
and goods traffic. Although the Katavalsa line has been 
opened since a decade and passes through the Koraput 
district, which is mainly inhabited by the tribal people, no 
passenger'traffic has yet been allowed, The development of 
trade and industry in this area certainly requirres that the line 
should ‘be allowed for passenger traffic. The Paradeep 
railway line has been opened for ‘passenger traffic just a 
couple of years back only to a limited extent. Since the port 
is fast developing as a port of international importance, a 
Small fleet of private and afew state owned buses are natal 
sufficient to meet ‘the growing requirements. 


The haps Bansapani, railway line is a long- ‘felt 
need of the state. It, is learnt that the jine. between Jakhapura 
to Daitari would. be. taken. up soon. The National Council of 
Applied Economic Research i in. its Techno- Economic Survey 
of Orissa recommended the completion of the Tomka-Daitari- 
Jakhapura Road and the Cuttack-Paradeep railway link 
between 1966-67. ‘In the absence of Jakhapura-Daitari rail 
link, the.cost ..of. transport. of materials becomes .quite high, 
apart from the other;i inconveniences. involved therein. 


: a a AOE 
In ‘the. récent ` years the ‘economic, § situation’ of Qrissa 


has undsrgone. a substantial _ anid cohsideraBle” ‘change, Ir 
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particular, the traffic intensity has increased nearly by 500 
times to meet the requirements of the economy. The traffic 
intensity has considerably increased between Sambalpur and 
Cuttack. The direct railway link between Cuttack and 
Sambalpur would be quite helpful for the economic develop- 
ment of the state. 

It would connect the ‘northen zone of Orissa with 
the eastern and southern zones and the inter-city traffic 
intensity would be reduced to a ‘considerable extent, On the 
other hand, this line is quite important, as it will provide the 
easy aceess for the movement of general cargo to Paradeep 
and reduce the pressure on the. busiest railway tines, 
Jharsuguda-Rourkela-Calcutta and Cuttack-Balasore-Calcutta. 
Further, the development of Gopalpur port justifies au railway 
link between “‘Berhampur-Bhanjanagar, as its hinterland 
covers a vast area full of forest resources. 


On the whole, the state is inadequately served by 
railways. As against the All-India average of 12 kms. and 18 
kms, of railway lines, the state is having only 9 kms and 11 
kms of railway lines per lakh of population and per 100 sq. 
kms. of area respectively. There are about 2000 kms. of 
railway lines in Orissa connecting mostly. coastal districts and 
atso partly Western Orissa. Recently plans have been drawn 
to link up Bansapani and Paradeep. .Some of the under- 
develoned districts of Orissa like Phulbani and Keonjhar are 

-not served. by any ad equate railway link. 


Road Transport 


The detiniency in the railway transnort of the state 
should normally have been compensated by an adequate 
network of roads. Normally speaking, motor transport and 
road construction have. significantly contributed to the growth 
of the gross national product all over the world; but India; in: 
general, and Orissa,.in particular, have. remained significantly 

Cd 
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backward in this regard. There is also ample scope of 
expanding employment opportunities through road construc- 
tion and maintenance. Besides this, Orissa needs increased 
road mileage, specially to open out the unexploited natural! 
resources of the vast areas which cannot be ‘reached except 
through roads, Compared to railway transport, road transport 
is quicker, more convenient and flexible. The road transport 
is flexible in the sense that the collection and delivery of 
goods from door to door are possible in this system. Besides 
this, roads are considered to be an essential complement of 
railways. The net work of railways can expand to connect 
the important towns of the state, Orissa is essentially a land 
of villages and it is only roads which can-connect the ‘villages. 
Hence the railway stations located ‘at important towns must 
have to be served by a net work of feeder roads. Road 
transport is of great advantage to the farmers. An all-round 
agrarian development in Orissa requires a sound system of 
agricultural marketing. The movement of agricultural 
products in general and the perishable agricultural goods, in 
particular, can be facilitated by developing the road system 
and a farmer can be assured of a steady market for his 
product. Our former President Mr. V V. Giri emphasized ‘the 
importance of roads as follows: “‘Apart from the direct employ 
ment potential of a vast road building programme, the rural 
areas if opened up will: undergo a transformation in their 
economy. The cost of such a programme is worth meeting 
even by direct deficit financing of halt to one per cent of the 
national income’, 

The existing system of roads in Orissa is also inade- 
quate. Orissa has only 49 kms, of surfaced roads per-lakh of 
population as against 86 kms. in India, 204 kms in Kerala, 
187 kms. in Mysore and 128 kms.:-. in: Tamilnadu. The road 
net-work in the State ‘comprises: of :53,990: kms. as on the 
31st March,. 1975, : The: requirements: of ‘roads ‘have to be 
assessed taking into- ‘consideration the. spatial economy of. 
the state. 
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In the context of an assessment of the network of 
road system in Orissa, the pattern of classification of roads in 
Orissa is worth examining. Roads other than those maintai- 
ned by C. D. and G. P. Department, R. E. O., Municipalties 
and N. A. Cs. and Forest Department have been divided into 
the following classes. These roads are maintained by Chief 
Engineers, Roads and Buildings and National High Ways in 
Orissa. 


a) National High Ways:—Nationa!l High Ways are 
those roads. which would traverse several provinces and 
states and be of national! importance for strategic, administra- 
tive and other purposes. 

b) Express Ways.—These are roads of superior types 
designed for speedy and heavy vehicles. Slow moving 
traffic is restricted to ply over them, 

c) State High Ways:—India’s- State High Ways are 
those which are connected with the high ways of adjacent. 
States, district headquarters and important cities of the 
states. 

(d) Major -District Roads :—Major district roads are 
those which serve areas of production and markets in the 
district, connecting them with one another or with the high 
ways and railways. 

(e) Other District Roads—These ‘ aré defined as (d) 
above, but are of lower specification’ than the Major District 
Roads. 


(f) Classified Village Roads :—Cliassified Village 
Roads are defined by the Nagpur Plan’ as roads connecting 
villages and ° groups: of villages with éach other and to the 
market, district. main road, high ways, railways, or riverghats,. 

Out of these classified varieties of roads, the roads 
belonging to the categories of: Major District Roads, other 
District: Roads ‘and ‘classified village: Roads are under ths 
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control of the Chief Engineer, Roads and Buildings. Orissa 
and the rest are under the contro! of the Chief Engineer, 
National High Ways and Projects, Orissa. 

The length of the various types of roads in the state 
is shown in Table 1. 


Table 1 
( ROAD LENGTH IN Kms. ) 


Sl. No. Tvpe Total Surfaced {Total Surtaced 
2 


ae 


maf 


3 5 
(1970-71) | 1971-75 
1.1 National Highways 1.352 1.275 94.3)) 1.634 1,557(95.29 
12 Express Ways 140 1401100) 81 81/100) 
1.3 State High Ways 2.197 2,093 95.27)| 2210 2.19708 6) 
1.4 Major District Road 5,235 5,186(99.06)) 5 091 4.,342(89.29) 
1.5 Other District Roads 2 315 1, '159 50.06). 2.204 1.418 51 55) 
1.6 Classified village 6,120 '638(15. 33 | 6.440 1,353(20.01) 


roads. 
Total IT 359 10,870 62.73) 17.760 10,930'61.54) 
2, R. E. OC. Roads 6,935 6 879 
3. Panchayat Samiti 
Roads 6.570 6,140 
4. Other unclassified 
Roads 21,853 23.212 
Grand Total 55,757 10,870(20.52) 53,991 10.930 


(20.24) 


ei 
Source ; Economic survey of Orissa, 1976 


(Figures in the brackets indicate the percentage of 
length of the surfaced roads to the total.) 


The total length of roads in Orissa is much below the 
target as envisaged under the Chief Engineer, Road Develop- 
ment Plan [1961-81]. According to the report of ‘the Chief 
Engineer, an overall length of 60 kms. per 100 :sq..kms. would 
have to be provided so as to bring every place; jn an agricul- 
tural and developed area within 2. 5..kms. of :a:. road. .. As: 
against this target; Orissa. has nly 37 kms. per 100 sq. kms: 
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A comparison with neighbouring states shows that the 
Position of Orissa is far from satisfactory. 


TABLE 2 
Road Length in different states ( per 100 sq. kms. ) 
er rr pe ee 
S$ 1. 5 1965.66 1968-69 1971-72 Surfaced 
No. State Roads 
§ gs be 9 be 
i S 5s 6 58 6 fg age to 
oa = ~ 0 = “ = “& total 
= [୧୨] = ୫୦୩ = ୫୩ Road 
< < < length in 
Rn 1971-72 
1. 2 3. 4 5 6. 7. 8. .9. 
1. Andhara Predesh 28 I1 35 12 26 15 ‘57.5 
2. Bihar 46 14 64 14 7 16 24.5 
3. Madhya Predesh 23 6 295 7 19 8 “42.9 
4- Orissa 35 8 48 8 37 7 18.2 
5. West Bengal 61 19 8 20 61 23 37,9 
Al! india 32 11 38 12 34 ` 14 . 41.8 


rns 


Source + Basic Road Statistics, Govt. of india Jan 1974: 


The road length for the. country as a whole as well as 
for different states has decreased in the. year .1971-72 
compared to earlier years. 

In terms of surfaced roads Orissa is mich below not 
only the all-India level but also ‘the neighbouring states. In 
general, a State like Orissa is affected by high floods and 
heavy rains and hence only. 18.9% of.the total! surfaced road 
length .is hardly adequate. for the ‘large part of the year. The 
communication system of Orissa is greatly handicapped 
during the rainy season.;: On:the-other hand, since more than 
80% of the roads-are. unsurfaced its maintenance: and re place- 
ment costs.in:the! tong run become:quite heavy, ¢... 
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Besides this, the road development within the state 
is not uniform and balanced. Like the railways, the road 
network in the state is primarily concentrated in the coastal 
districts The interior of the state is comparatively isolated, 


Table 3 
District-wise Road Density in the State as on March 
1976 (in kms.) 


Sl, No. District Density of Roads per Density per 
100 kms. of area, lakh of 

{ All Roads] population 

[All Roads} 
1. Balasore 42.86 134.61 
2. Bolangir 29.82 191.64 
3. Cuttack 44.92 119.92 
4, Dhenkana} 31.45 239.42 
5. Ganjam 44.16 219.67 
6. Kalahandi 30.98 286.73 
7. Keonjhar 3110 243 81 
8. Koraput 22.39 269.00 
9. Mayurbhanj 37.95 251.72 
10. Phulbani 26.92 438.78 
11. Puri 41°41 164.61 
‘12, Samabalpur 37.81 328.90 
13. Sundargarh 41.75 358-42 
ORISSA 34.29 222.12 


Source + Economic Survey of Orissa, 1976 

:No national high-way has passed through the districts 
of .Bolangir, :Phulbani and Kalahandi. The districts of 
Sambalpur, Keonjhar, Phulbani, Koraput, Bolangir and 
Kalahandi are relatively ‘backward in.terms ‘of..road: length: 
per 100:sq: kms. These ‘variations, however,-‘do “not lead to 
any meaningful analysis :‘untess the demand or need-for roads 
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is related to the spatial distribution of the economy. ttis, of 
course, a fact that the density of road length per lakh of 
population in the different districts should be more or less 
balanced or uniform. These variations, as indicated in Table 3 
can be examined by undertaking a chi-square test. The 
calculated value of X? is 485.7. Ihe table value of X? at 12 
degrees of freedom and at 5% level of significance is 28.3. 
Since the calculated value of X?* is much: higher than the 
tabie value, it cari be concluded that the road mileage is not 
fairly distributed per lakh of population in different districts. 


There are at present 6 National Higti Ways traversing 
through the state, totalling a length of 1,634 kms. Of this, 
only 194 kms. have ugouble-lane width. The laden 
weight permitted for vehicles on Nationa! High Ways in 
Orissa is 8.64 tonnes as against 10.16 tonnes in Assam, 12.25 
tonnes in Bihar, 15.24 tonnes in Mysore, U.P and Harynana, 
14.22 tonnes in W.B8, and 12.19 tonnes in Tamil Nadu. The 
traffic intensity on the national high ways clearly indicates 
that the capacity of the National High Ways is almost appro- 
aching the saturation point. Hence there has been the 
pressing and immediate necessity to widen and strengthen the 
Single lane section to double lane (i.e., 4 carriaje way 
width) throughout the length of the National High Ways of 
the State. This must be immediately done in relation to the 
National High Ways: connecting Talcher Industrial complex, 
Cuttack-Bhubaneswar, Cuttack-Balasore and Bhubaneswar- 
Ganjam, where the traffic intensity has been considerably 
high. | 

The total length of the State High Ways in Orissa in 
1975 was about 2,210 kms. About &8.6% of the state high 
ways have been surfaced by 1975. The proportion of the 
surfaced roads as compared to the total road ‘ength of the 
state high ways increased from 77% in 1950-51 to 95.3% in 
1970-71 and 98.6% in 1974-75. The length of the major and 
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other district roads in the state was 5,091 kms, in 1975, Of 
this 85% was surfaced. The length as well as proportion of 
the surfaced road length to the total have decreased during 
the period 1971-75, as it is learnt that some roads under this 
category have been classified under National High Ways. The 
road length under unclassified village roads, Panchayat Samiti 
and Rural Engineering Organisation in all was 36,231 kms as 
on March, 1975. Of this 100%, of the road length is yet 
unsurfaced. Consequent upon the introduction of ‘Food for 
Work" programme in 1977, there has been a substantial addi- 
tion to this road length The greatest difficulty associated with 
this variety of road is that the cost of maintenance is consider- 
ably high. The contribution of these roads towards the 
development of rural areas, tribal areas and drought affected 
arezs is quite significant, as the butik of the rural poor. small 
farmers, and azricultural labourers live in theSe areas, Conse- 
queent Upon the objectives of removal of poverty and the 
‘attainnient of self reliance, it is necessary to provide ‘roads in 
rural areas linking villages with service céntres and primary 


markets which are essential for the Sop oy of agricultural 
inputs, credit and marketing. 


Traffic intensity has increased! dient during the past 
few years in the state. During the plan period: from 1961 to 
1976, the number of goods vehicles has-increased from 7,120 
to 16,988, passenger vehicles from 1,143 ,to 3,454, motor 
cycles and scooters from |! ,942 to 23,291 ,cars and'jeeps from 
7,459 to 20,405 and other vehicles registered in Orissa have 
increased from 95% to 7,800. Thus the number of mechanised 
registered vehicles has increased in this period bv nearly .:four 
times To this we have to add the increase in the number of 
mechanised road transport vehicles passing through Orissa but 
registered outside the state (the number is quite large) and 
also the non-mechanised vehicles of transport like cycles, 


bullock carts-etc. Thus the traffic intensity on the road has 
increased nearly by 500%, but the road length during this 
period has increased by 42% only. 
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In the mean time traffic intensity has increased further. 
With the increase in the production of food-grains, the 
quantity of marketable surplus may go upto 23 lakh tonnes by 
the end of 1979-80 when the total production of food-grains 
is likely to reach 73.4 lakh tonnes. Increased production of 
fibre and industrial raw materials will also enhance the 
demand for more transport facilities. If domestic net product 
is likely to increase at the rate of 5-5% per annum, it may go 


up by 27.5% by 1979-80 and the traffic demand is also likely 
to increase atleast to the same extent. 


Among the organised facilities of transport, two public 
sector undertakings in Orissa catering to the needs of the 
paasengers are worth mentioning, namely, (1) Departmentally 
run Orissa State Transport Corporation and (2) Orissa Road 
Transport Comnany Limited. The State Transport Corporation 
operates in ten districts whereas the Orissa Road Transport 
Company primarily operates in three districts. Besides this 
there are a number of private companies and private indivi- 


duals runnning vehicles for passenger service in various 
districts on the basis of temporary route perinits. 


The State Government has also set up a corporation 
to look after the problems of transport of ores, viz., Orissa 
State Commercial Transport Corporation. At present it 
operates mainly for transportation of Daitary ore from Bali. 
parbat point (bottom of the Daitary hiils) to Paradeep and 
with the completion of the Cuttack -Paradeep railway link upto 
Dhanmandat railway station. The transport service in Orissa 
is still backward although the district headquarter towns and 
Some selected industrial and market. centres have been con- 
nected with the state capital, National High Ways and State 
High Ways are connected with some important towns and. 
district head-quarters of the state, As a part of the programme 


to satisfy the needs. of: the people, all the villages with a 
population of 1500.or more are planned to be provided with 
all weather road links by: 1989-81, In this:context, the Road 
Development in the previous plans is worth examining. 
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Table—5 

Road Development in different Plans in Orissa 

Plan Road Iimprovemnt Bridges New Construction 
of Road (Kms.) 

1. 2. 3. 4, 
Ist Plan 1,249 16 48 
2nd Plan 1,600 28 52 
3rd Plan 1,158 110 80 
Annual Plans 570 63 10 
4th Plan 2,015 180 219 


Source : Statistical Absent of Orissa, 1973. 

Table 5 snows that during the last 25 years since 
1951-52, on an average only 19 kms, of new roads have been 
added per annum by way of new road construction to the 
existing road fength in the State. The road improvement 
programme, on which a major share of works-expenditure 
has gone, gives an annual rate of improvement of 286 kms. 
over the nlan period and even then Orisaa has more than 80% 
of her road length yet unsurfaced, 

The State Government has also formed a Directorate 
to look after the nroblem of Inland Water Transport (IWT). 
The Government of India have sanctioned a sum of Rs. 50-18 
lakh for the IWT schemes of Navigation in river Mahanadi from 
Dholpur to Cuttack. Besides, this state has also chalked out 
plans to develop inland Water Transport in Chilika Lake, Hira- 
kud Lake and estuaries of tidal rivers and the revival of 
Ganjam coastal canal. 

Bhubaneswar, the capital of the state, and Rourkela, 
the steel city are connected with Calcutta by air-service, There 
are daily flights from Calcutta to Bhubaneswar and thrice a 
week service connects Rourkela with Calcutta, There are 
daily flights from Bhubaneswar to ‘Vizag and Hyderabad. 


In a-nutshel!, this is a brief assessment of the transport 
‘facilities in a developing state like Orissa with vast natura! 
resources. In spite of the attempts for continued :expansion, 
the transport facilities are inadequate to meet the growing 
needs of development, This transport bottleneck has been a 
contributory factor for a slow rate of growth in the state. 

—-—— 
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COMMERCIAL BANKING IN ORISSA 


For mobilisation of vofuntary savings, we have in the 
Country a wide spectrum of financial: institutions, comprising 
boih banking institutions and non-banking institutions. 
Amongst these financial institutions the Commercial Banks 
occupy an important position and claim certain advantages as 
mobilizers of savings over other financial institutions. 


With their wide network of branches, they can reach 
income-earners throughout the country. They can offer a good 
choice to their customers of assets, 1,e., bank deposits’ which 
possess different degrees of liquidity and yield income at diff- 
erent rates. They can collect the savings as frequently as 
their customers desire and in amounts convenient-to them. 
Also they can make it possible for the customer to have the 
use of a good part of his long-term savings temporarily through 
the facility of foans against fixed deposits. Again, they can 
advise their customers in diversifying their holdings of finan- 
cial assets in forms other than bank deposits and handle the 
various transactions connected with such diversification, e.g., 
payment of insurance permia, collection of cividends and the 
like. 


However, ‘the tasks of the Commercial banks do not 
come to an end with mere Mmobitisation of the savings of the 
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community. The banks are-an important source of help in the 
transformation of the community's available savings into pro- 
ductive investment. Through the process of mobilisation of 
savings and canalisation of the same for purposes of invest. 
ment, the banks act as catalytic agents in economic 
development, | 


It is against this background that a study of Commer- 
cial banking in Orissa is attempted, The basic objective is to 
aralyse how through geographical spread and functional 
coverage, the development of banking has taken place in the 
State, A further aspect of the problem is to study how the 
economy of the state is benefited by such commercial 
banking development, I 

In the early years, prior to the commencement of the 
€ra of planning, commercial banking in the state was in an 
embryonic form An analysis of bank offices, deposits and 
advances of scheduled commercial banks as at the year end 
of 1950, clearly highlights that banking development in the 
state in terms of geographical and functional coverage was 
not significant. This is evident from the Table, 


Table—1 


Offices, Deposits and Advances of Scheduled Commercial 
Banks in Orissa (1949-1950) 


a ୭୦ Pp (ର : on 

Sg oe ¢ Sj = ନ 6 

୫ 2 ୨ ଓ ଓ ୯ ତୁ 

° $= £ ଛଥ ଓ ଥି © 
© 5 © CO 5S + GS ¥ 8 ® = [®] 
8 5 9୬ ୫ ଜି ଥୁ” ହୁ ୫୫ 
2 Zz ୯ o୪ ଝି 459 ଏ 5 
1949 14 19,31 2,01 “1.4 95 0.7 47.3 
1950 11 13,31 1,89 “1.3 98 0.7' 51,9 


Source : Raserve Bank of india, “Trend and Progress of 
Banking‘in India” (1950). 
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It is evident from Table 1 that the total number of bank 
offices in the state stood at only 14 and 11 offices respectively 
in 1949 and 1950. Consequently the population per office 
stood at 19,32 thousand and 13,12 thousand respectively in 
these years. This indicates that for quite a large number of 
population there was an office of a bank in the State. This 
indicated the inability of .the banks in providing necessary 
banking facilities to a large mass of population by opening 
large number of branches in the state. Furthermore, such 
limited spread of banking facilities also indicated the failure of 
banks in creating necessary banking habit in the State. 


One notable feature of the geographical spread of banking 
facilities, prior to the commencement of the era of planning, 
in the State was that the spread of banking facilities was more 
concentrated in the large towns. The banks made very little 
effort to cover smaller towns (now considered rural centres) 
having a population up to 10,000. Thus, it was rightly 
remarked that, ‘‘the geographical and branch expansion of the 
Indian banking system is taking piace in an unplanned and 
haphazard manner. The progress has not occurred in a consi- 
stent manner from places with larger banking potentialities to 
places with small banking potentialities” >. 


A further aspect of the banking development in the 
early years was that there occuired large scale mortality of‘ 
banks in.the state. It is sad to observe that all the banks, 
Puri Joint Stock Bank(1909),Cuttack Joint Stock Bank(1913) 
Jagannath Bank (1919). which were established in the state 
by the initiative and enterprise of ‘the people come to grief 
in the late forties. Even some of the offices of the all-India 
banks operating in the state; were compelled by circumstances 
to close dewn their business. Poor management, : unplanned 
expansion bank otftices, inadequate capital structure, absence’ 
1. S.K. Muranjan, ‘‘Modern Banking in India (1852), p,48. 


~ 
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of any control and regulation on banks, bad investment policy 
resulting in locking up of short-term funds for long-term 
investment purposes, were some of the factors that accounted 
for large scale mortality of banks in Orissa, 


The deposits mobilized by the banks stood at Rs,2,01. 
lakhs and Rs 1,89 lakhs respectively in the year 1949 and 
1950. Similarly, advances stood at Rs, 95 lakhs and Rs. 98 
lakhs respectively in those two years. Consequently, the 
ratio of credit to deposits reimained at a low level of 47 per 
cent and 52 per cent respectively in the years under review, 
Such a low credit-deposit ratio indicated a limited involvement 
of banks in the development of the economy. of the state. It 
was observed that, while banks mobilized more ‘deposits, their 
deployment of credit lagged for behind their mobilization. 


The per capita deposit and per capita advances made 
by banks remained at a very low level in the years prior to the 
commencement of the plan era in the State. It may be noted 
that, while the low per capita deposit was an indication of 
poor banking habit amongst the people, the low per capita 
bank credit was a manifestation of inadequate involvement of 
banks in the economic activities of the State. 


When we look at the.nature : of, deposit ; mobilisation, 
it is noticed that the banks mainly concentrated their attention 
on the educated elites for collection of deposits The deposits 
mostly reflected the deposits of the urban people who .were 
literates and who had definite Sources of assured incomes 
Particularly it is the salaried personnel in government offices 
and a few businessmen who took advantage. of. the o29nortu- 
nities provided by the banks. Again, bank advances were 
available only for marketing of produce from the production 
centres to the urban market centres and for imports of articles 
that were commonly used by.the educated .elites of the urban 
areas. The other productive sectors ‘of the economy like agri- 
culture, industry and the unorganized sectors received very 


Digitized by srujanika@gmail.com 


202 Economic Profile of Orissa 


little benefit from bank advances. Thus,the obvious conclu sion 
is that prior to the planning-period, banking development in 
the state was lopsided, haphazard and its contribution to the 
development of the economy was small. 


With beginning of the plan period, more emphasis 
was laid on placing the banks on a sound footing and enab- 
ling them to contribute substantially to the development of the 
productive activities in the economy. 


One important feature of the banking development during 
this period was that banks were deliberately brought under 
systematic control and regulation by the Reserve Bank of India 
as per the terms and conditions of the Banking Companies 
Act of 1949. With systematic provision for licensing of banks, 
fixation of minimum paid-up capital and reserves, inspection 
of banks, amalgamation of smaller banks with larger banks, 
reconstitution of the Boards of directors by qualified and 
competent personnel, the Act vested in the Reserve Bank of 
India enormous powers of control and regulation of banking 
activities in the country. Such regulation and contro! of bank- 
ing activities had its impact on the banking development in 
the State of Orissa. Not only the bank failures in the state 
were totaly eliminated,but there occurred also a marked change 
in the trend of banking in the State. While the number of 
Scheduled ‘banks increased substantially, the number of non- 
scheduled bank was reduced to nothing. In fact, to-day, 
the state has only scheduled fF anks. 


Looked at from the point of view of the geographical 
spread and: functional coverage,banking during the plan-period 
in Orissa made significant aavances. This is seen from the 
analysis ‘of bank offices, deposits and advances made by 
scheduled commercial banks during this period, as indicated 
in Table 2, 


CA 
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Table—2 
Offices, Deposits and Bank Advances of Scheduled 
Commercial Banks in Orissa 
( 1951 to 1969 ) 
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1951 12 12,20 175 1.2 1,28 .0.9 73.1 


1956 15 9.13 3.34 2.3 69 0.5 20.1. 
1961 53 3.32 7,83 4,5 5.43 3.1 69.3 
1966 81 2.44 19,71 10-0 8.92 4.5 45.2 
1969 111 1,91 35,96 17.0 17,79 8.4 49.5 


Source ; Reserve Bank of India, ‘‘Statistical Tables relating to 
Banks in ‘India’. i 


Table 2 reveals that so far as extension of banking 
facilities was concerned, the number of bank offices increased 
from a meagre 12 in 1951 to 111 in the year 1969. This gives 
us a percentage increase of 825 over the period. Consequently 
population per office, which stood at 12, 20 thousand as on 
1951. declined to 1,91 thousand per office in 1969. This 
indicates the large scale involvement of the banks in spreading 
banking habit in the state by opening a large number of 
offices. 

However, the population per office, attained in the 
state of Orissa in 1969 was still much larger than the all-India 
average. As for instance, while the average population per 
office in 1952 and 1961 stood at 12,20 thousand and 1,91 
thousand respectively i in the state, for the country as a whole 
the same was 1,38 thousand and 61 thousand ‘FéSpectively in 
the said years. This indicates that branch expansion’ in Orissa 


had lagged far behind the all-India level, 
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Another aspect of geographical spread of banking 
facilities is that the banks during the plan period made very 
little attémpt to spread banking facilities in the rural areas 
(population having less than 10.000). An analysis of the 
distribution of bank offices by population groups reveals that 
banks have mainly concentrated in urban and semi-urban 
centres, as against rural centres. This is indicated in fable 3. 


Table 3 


Distribution of bank oftices by population groups 
in Orissa (1961 and 1968). 


Semi- Urban 


Year Rural urban [centres |Uncla- | Total number 
(upto 10,000 (10,000 to I(1 lakh | ssified | of offices in 
gopulation) 1 takhy) & the State. 

NP above) | 


19561 732 3667.9) 611.3) 4(7.5) 5୬3100) 
1968 25(26-0) 56(58.3) 14(14.6) 11.00 96120) 


es 


Source : Reserve Bank of India, ‘‘Statistical Tables 
Relating to Banks in .Incia”. 


It is evident, therefore, that bank offices were largely 
concentrated in semi-urban and urban centres of the state. 
These two centres alone accounted for 79.2 per cent and 
73.0 per cent respectively of the total bank offices in the state 
in 1961 and 1968. In contrast, the percentage‘ of rural offices 
to the total offices in the state stood at 13.0 per cent and 26-0 
per cent respectively in the said years. It is thus evident that a 
“large segment of rural population was deprived of organized 
banking facilities. The factors that accounted for the lack 
of spread of bank .offices in rural areas .were, non- availability 
of infra-structure facilities, lack of trained personnel! to handle 
rural business, their unwillingness to go to: rural areas, high 
cost of. operation of rural offices and the like. Even the 
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official policy was against commercial banks going to rural 
areas. It preferred co-operative banks in lieu of commercial 
banks so far as the spread of banking facilities at the grass 
root level was concerned. All these factors, therefore, led 
the Reserve Bank to follow a cautious line of approach in 
giving licenses for opening bank offices till mid-sixties. 


So far as mobilization of deposits and dispensing of 
credits are concerned, it is seen that the banks made notable 
improvement in these fields in the plan period in contrast to 
that in the ‘earlier years. The deposits of the commercial 
banks went up from a meagre amount of Rs. 2,01 lakh in 
{951 to Rs. 35,96 lakhs in 1969. In the said years per capita 
deposit increased from Rs. 1.2 in 1951 to Rs. 17.0 in 1960. 
This reveals the growing banking habit amongst the indivi- 
duals and the ability of the banks in tapping the deposits 
from the people. Bank advances which stood at Rs. 1,28 
lakhs in 1951, went upto Rs. 17,79 lakhs in 1969 Similarly, 
the per capita bank credit which stood at Rs. 0.9 in 1951 
increased ‘to Rs. 8.4 in 1969. This indicates an’ increase in 
the participation of individuals in availing of credit facilities 
from the organised banking institutions. Furthermore, the 
increased per capita bank advance also highlights the 
extent to which the economy was being monetised. So far as 
‘the ‘state * of Orissa ‘is concerned, the movement in this 
direction appears to be quite encouraging. 


Another aspect of banking operation during the plan 
period was that tne ratio of credit to deposit which stood at 
73.1 per cent in the year 1951, declined to only 49.5 per cent 
in the year 1969. This indicates that over the years banks 
have failed to utilize their funds on a large-scale for the 
development of the economy of the state. 


One specific feature of deposit mobilisation is that 
banks made very littie attemnt in collecting deposits from the 
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rural areas The banks depended heavily upon the urban 
and semi-urban areas for the collection of deposits, This is 
seen from the fact that the banks mobilized only 12.0 per 
cent of total deposits from the rural areas, as on September 
19¢8; their mobilization of deposits from semi-.urban and 
urban areas accounted for 88 per cent of the tota! deposits of 
the state.! 


Thus, lack of efforts for moblizing deposits from the 
rural areas appeared to be one of the major failures of the 
banking development in the State, Lack of spread of bank- 
ing facilities in rural areas and poor motivation of rural 
depositors by banks mainly accounted for low rural deposit 
mobilisation. 


As regards deployment of credit by banks, it is 
observed that banks during this period provided more credit 
to industry followed by trade and commerce. They provided 
very little capita! to the agricultural sector of the economy. The 
banks paid very littie attention to the sectors like small-scale 
industries small business, retail trade, and to the needs of 
small farmers and small artisans. In the matter of bank finance, 
the banks were highly security-oriented. The usual unde! 
the luck and key of the banks or hypothecation of stocks 
security for obtaining bank-finance was the pledge of stocks 
Usually the banks charged very high rates of interest for 
their advances. This was one of the reasons why the 
borrowers relied heavily upon the unorganized sector for 
obtaining credit, Loans: on the personal security of the 
Clients were rarely g ven. The advances were mostly unrelated 
to the purpose for which the‘loan was procured by the 
borrowers. As a result, often the loans taken for productive 


purposes were found to be utilized for unproductive purposes 
—mostly for consumption. 


—~ 


Nr renee 


1. Reserve Bank of India, “Trend and Progress, of. Banking 
in India”, p 18. 
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During this period there was greater inter-regional 
disparity in banking development in the state. So far as the 
spread of bank offices, deposit mobilized and dispensing of 
credit were concerned,the developed districts claimed a larger 
percentage of banking activities in comparision in the back- 
ward districts of the state. It is found that the developed 
states like Cuttack, Puri, Ganjam, Sambalpur and Sundergarh, 
together accounted for 68.5 per cent of offices, 81.5 per cent 
of deposits,94,0 per cent of bank credit as on December 1967 
in comparison to the other baskward districts. This 
indicates that banks have. concentrated their activities ina 
few well-chosen places. They made less efforts to extend 
their activities to hither to untrodden areas and places, 

The foregoing analysis of banking development during 
the plan period in Orissa or. more particularly, in the pre- 
nationalisation period brings out the obvious conclusion that 
the banks made little effort for extending banking activities to 
rural areas, provided finance mostly to organized sectors like 
industry and commerce, and paid scant attention to the finan- 
cial needs of the small borrowers, their lending operation was 
highly security-oriented and they furthered greater intra- 
regional imbalance in banking development in the State, 


After Nationalisation 


With the nationalization of important commercial banks 
more attention was paid to reorient the activities of the 
commercial banks so as to promote larger social objectives. 
The banks are catled upon to play a bigger role than merely 
aiming at realising short.run commercial profits. (In the 
changed circumstances, banks were --asked to play the role of 
catalysts..in Promoting the development of the economy. 


p 


2. National Credit Council, ‘Organisational framework for the 
implementation of, Socia! objectives’ (1969). 
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Accordingly, the banks were required to adhere to the basic 
objectives of naticnalisation in order to fulfil their goals. 
The important objectives of nationalisation are : (i) to extend 
banking facilities particularly to the rural areas of the state. 
Such widespread geographical coverage of rural areas was 
expected to enable the banks to mobilise deposits to a larger 
degree and deploy credit in such areas, (ii) to extend bank 
finance to the priority sectors of the economy and the smal! 
borrowers within the priority sector, (iii) to achiéve an even 
distribution of banking development within the state. 


In order to achieve these objectives the commercial 
banks tried to speed up their activities in the state both in 
respect of geographical spread and functional coverage. This 
is shown in Table 4, I 


It is evident from the Table 4 that, since nationalisa- 
tion, the number of bank offices opened by the commercial. 
banks has gone on increasing. The number of bank 
offices increased from 164 in 1970 to 616 in 1977. 
As a result of the large scale extension of bank 
offices in the state, the population per bank office, which 
stood at 1.34 thousand in the year 1970, declined to 36 
thousand per office in the year 1977. However, in compari- 
sion with the average population served per office (20,000 
per office as on 1977) at the all-india level, the population 
per bank office in Orissa is higher. If the population per 
bank office in Orissa is to be the same as that in India, there 
should be 1,067 bank offices in the former. Since the State 
is already having 616 offices as on December 1977, an 
additional 406 .offices:are required. :By 1980 ‘the banks are 
expected to open the remaining :number.of offices in the’ 
state so as to. bring the.-State’s average: population served 
per office to be the same as the all-India.average.... 

The increase in the number of ‘offices in the state was 
possible mainly: due to two factors, viz, the lead ‘bank schéme 
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Table 4 


Bank offices, Deposits and Advances of Scheduled 
Commercial Banks in Orissa (1970 to 1977) 


(in lakh of Rs.) 
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1970 164 1,34 46,24 25,29 54.7 15,57 ୫8.4 
19/71 187 1,17 56,21 ୬25,60 45.5 “ 21.42 ୫34 
1972 214 1.03 ଓ63,20 2୨9,06 46.0 ୨୬୫,11 9୦0.4 
1973 247 ୫୭ ୨7,59 -40,48 52.1 9୨7,88 101.5 
1974 ୬2୨91] ୨75 ୨୨,10 51,55 52.0 47,39 99୨9.8 
1975 35୦ 63 127,80 59.୨୨ 46.9 56,4 ୦୨1.4 
1976 489 46 162,82 ୫84,79 520 ୨6.8 9୦.2 
1977 616 ୨35 ?2୦01,04 115,62 57.5 ୫3.୨2 9୦.3 


Source : “‘Trend and Progress of Banking in India 
(1969), Reserve Bank of India, p. 18. 


introduced in the early seventies, according to which all the 
13 districts were apportioned among the State Bank of India, 
Bank of India, ‘United Commercia! Bank of India and the 
Andhra Bank and: the liberal branch licensing policy adopted’ 
by the Reserve’ Bank of India under which the banks were 
called upon to open 3 offices positively in rural centres to 
get the licence for opening an office in an urban centre. The 
ratio of branch expansion was thus settled at 1:3. 


However, such branch expansion is not without any 
problems. It is seen that there has taken place class compe- 
tition: amongst different banks to open offices in rural centres 
which are already well served’ by” ‘bank officés. ‘ ‘To ’avert-this 
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problem the Reserve Bank of India has visualized a demarca-. 
tion of the area between different banks in opening offices 
in different rural centres. Even a demarcation of area 
between co-operative banks and commercial banks has also 
been visualised by the Reserve Bank of India. This has the 
necessary effect of avoiding wasteful competition between 
banks in the matter of opening offices and of putting branch 
expansion policy of banks on a systematic footing. 


As regards deposit mobilisation and deployment of 
credit, the progress of the banks since nationalisation is 
quite noteworthy, Deposits increased from Rs, 46.24 lakhs 
in 1970 to Rs. 201,01 lakhs in 1977. This indicates an 
increase of three and a half times. Similarly, per capita 
deposits increased from Rs. 21.0 in 1970 to Rs. 78.2 in 1977. 
Further, deposits as percentage of state income of Orissa at 
current prices, increased from 4 to 11 per cent respectively in 
the years under review. tt follows from this that still quite a 
large segment of the state’s economy has not come within 
ihe fold of organized banking. Bank advances have increased 
from a meagre amount of Rs, 25.29 lakhs in 1970 to Rs. 115. 
62 lakhs in 1977. This gives us an increase of nearly four 
times. According!y, the per capita bank credit showed an 
increase from Rs 11.5 in 1970 to Rs. 40.2 in 1977, Itis 
true that both per capita deposit and per capita bank 
advance have made significant increases in the year 1977 
over the year 1970, but this appears to be much lower whe 
compared with the all-India per capita deposit mobilisation 
and per capita bank advances. 


As regards the utilization of funds, it is seen that the 
ratio of bank credit to deposits has- gone up from 54.7 per 
centin 1970 to 57.5 per cent in 1977. This indicates a 
growing involvement of the banks in the various economic 
activities in the State. However, a better way of analysing 
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the utilization of funds by banks appears to be to find out the 
ratio of investment plus credit to deposits mobilized within 
the State. According to this criterion, it is noticed that banks 
in the State, since nationalisation, have made a significant 
progress so far as the deployment of funds in the State is 
concerned. As a matter of fact, it is noticed that in spite of 
the large-scale utilization of funds in the State, there are still 
many sectors of the economy where progress is thwarted 
owing to dearth of finances. This, therefore, calls for a 
serious attention by the banks. 


A major problem that still lies unsolved is that of 
carrying panking activities to the rural centres for the benefit 
of the rural people. An analysis of offices, deposits and 
advances according to population-size in 1969 and 1977 
reveals that the spread of banking business in rural centres 
still lags behind. This is indicated in Table 5. 


Table 5 indicates that between 1969 and 1977, 
banking activities in respect of offices, deposits and advances 
have made notable improvement in 1977 compared to that in 
1969. But, when compared with the other centres, it is seen 
that while the number of offices opened in rural areas is 
larger, the amount of deposits collected from and advances 
granted in these areas are smaller. It is evident from Table 5 
that in 1977 the deposits and advances of ‘both semi-urban 
and urban centres accounted for 87.7 and 83-7 per cent 
respectively of the total deposits and advances. In contrast, 
the rural centres accounted for 16.2 per cent of the total 


deposits and advances made in the State, 
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Table—5 


Distribution of Offices, Deposits and Advances of 
Scheduled Banks according to population-size in Orissa 
(1969 and 1977). 


(Rs. in. {akhs) 
1969 ° 1977 
Centres | No. of i 0 No. of | Deposits NOEs 
offices i offices 


Rural 17 1,90 10 363 ୨୫2,62 18,76 
(6.1) (0.6) (58.0) (16.2) (16.2) 
Semi- 44 9,66 4,27 145 65,02 36,92 
urban (31.0) (25.7) (23.5) (32.3) (31.9) 
Urban 39 19.57 12,27 108 103,33 59,94 
(62.8) (73.7) (175) (51.4) (51.8) - 
Total 100 ଓ31,13 16,63 616 201,04 115,62 
(100). (100) (100) (160) (160) 


(Source : National Credit Council : Organisational 
Framework for the Implementation of social objectives.) 


Thus, the rura! business of the banks has. not made: 
significant progress even after eight years of nationalisation. 
In this respect the, basic objective of nationalisation has still 
remained unrealised, . 


Since nationalisation banks have given greater impor- 
tance to financing of the priority sectors of the economy. In 
this respect the banks have come to acquire larger responsibility 
in the economy. While in 1969, the advances .to the priority ; 
Sectors stood at only 9,7 per cent, of the total bank credit in, 
the State, in 1977 the same stood at 39,0 %. This indicates an, 
increasing participation of the banks in the priority sector 
advances in the State; The banks face -various problems :in- 
respect of these advances. Failure to submit proper schemes 
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to banks for availing of credit, low credit-worthiness of the 
borrowers, absence of proper securities eligible for bank 
finance are some of the factors that stand in the way of 
priority sector advance by banks. Again, in the recent years, 
though more emphasis is put on financing of the small borr- 
owers within the priority sectors, lack of information about 
these borrowers forces the banks to adopt a cautious line of 
approach. 


Banking activities are relatively more concentrated in 
developed districts of the State. The developed districts like 
Cuttack, Puri, Ganjam, Sambal!lpur and Sundargarh accounted 
for 61.8 percent of offices, 80.4 per cent of deposits, 80 per 
cent of advances in the State. 


Thus, in regard to extension of banking activities to 
rural centres, provision of adequate finance to small borrowers 
and tiny sectors and a more.even distribution of banking acti- 
vities within the different regions of the state, banks have to 
make greater efforts for the realisation of our Cherished goals. 
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CHAPTER 16 


THE TAX STRUCTURE OF ORISSA 


Introduction 


The study of the structure of taxation would enable us 
to understand how taxes are used as instruments of mobili- 
sation of resources to serve the growing needs of a developing 
economy. Inthe case of our federal set-up, many of the 
central subsidies and particularly ten per cent of plan assist- 
ance are distributed on the basis of tax efforts of a state, If 
the tax-effort of a state is praiseworthy, or the tax revenue of 
a state is increasing progressively, it becomes eligible to get 
central! plan assistance on a progressive basis. Successive 
Finance Commissions have also emphasized the tax effort of 
a state. Therefore, it is desirable to study the tax structure of 
a state like Orissa and examine how far the tax structure is 
able to sub-serve the growing fiscal needs of our state. 


Objective of tax policy 


The tax policy of a State like that of the Union, should 
have the same objectives of resource mobilisation, re-distri- 
bution of income, and controlling inflation. But here we will 
concentrate on the first objectives of fiscal policy, i.e., mobili- 
sation of resources for development. 
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Tax effort of the state 

Prof. D. T. Lakdawala and Prof. R. C. Chelliah have 
observed that the tax structure of India has remained inelastic 
for the last several years, Lakdawala has written that though 
the amount of additional tax revenue obtained appears to be 
spectacular, it would be much less if one deflates it by the 
extent of the rise in prices. The Indian tax system continues 
to be inelastic. A similar study by Chelliah on the trends of 
taxation showed that in the matter of tax efforts, judged by 
proportionate change in tax revenue to proportionate change 
in income between 1955-68,India headed a list of 27 countries 
but between 1967-71 tax revenue, central, state and local, as 
a proportion of GNP remaind unchanged at around 12.7 per 
cent, When we analyse the proportionate change in tax 
revenue to proprtionate change in income in Orissa, we find 
that the state income has increased at the compound rate of 
3.5%per annum from the First Plan to the Fifth Plan. When we 
consider the growth in tax revenue — both central and state—it 
has increased from Rs. 63.72 crores to Rs, 252,75 crores, that 
is.roughly 400 per cent during the period 1970-71 to 1979-80. 
Assuming that during this period the rise in prices is roughly 
100%, there has been at least 200% increase in the tax 
revenue over this decade. So the average growth rate per 
annum is about 20 per cent. When the state income has 
increased at the compound rate of 3.5 per cent per annum and 
the tax revenue has increased 20per cent annum, the inevitable 
conclusion is that the elasticity of the tax-revenue is high. 


Tax effort of the state can be measured by comparing 
the tax yield of the state to the total tax-revenue. If one com- 


pares the growth of the state taxes during the period 1970-80, 
one will find that the tax revenue- of the state has increased 


considerably over the last ten years. During 1970-71 the 
yield from state taxes was Rs. 50.31. crores, and in 1979.80,it 
has increased to Rs. 105.5 crores. . During :these,ten years, the 
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annual growth rate of the yield of taxes is more than 11 per 
cent per annum. One interesting feature in this connection is 
that between the decade 1966-76, the state taxes rose from 


Rs. 31,40 croresto Rs. 96.97 crores which represented an 
increase of 18.6 per annum. Therefore, one can conclude 


safely that the increase in the yield of the tax structure is 11 
per cent per annum. This tax effort of Orissa is no way 

‘ inferior to that of the relatively richer states like West Bengal 
in which it.was only 14.7 per cent. Dr.Lakadwala has calcula- 
ted the per capita tax revenue of the different States for the 
year 1977-78 and in the case of Orissa it was Rs. 138, where- 
as in West Bengal, it was Rs. 87, in Gujarat Rs. 124 and in 
Manarastra Rs. 41, 


Methods of calculation of tax effort 

So far as the calculation of tax effort is concerned, 
several methods are followed and the results obtained 
differ. 

(a) Tax effort is caiculated by the method of per 
capita tax burden. Per capita tax burden is nothing but the 
division of the tax revenue of the state by its population. But 
here a question arises : how do we define the total tax 
revenue It may be both the revenues obtained from central 
and state ta xes together or seperately from each other. Such a 
method puts the populous state in a disadvantageous position 
because the strength of the tax-base is not necessarily related 
to its population. In 1970-71, the per capita tax burden of 
Orissa, excluding the share from central taxes, was Rs. 14.92 
whereas in the case of Punj?}b, it was Rs. 57.92 paise and 
Rs. 28 in the case of West Bengal. 


(b) The Planning Commission measures the tax efforts 
in relation to per capita income. The reason is that the 
étsolute tax figures rer head may be high inthe case ofa 
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particular State, whereas that figure as a proportion of the per 
capita income may be low. 


(c) The third method of measuring tax effort is known 
as tax-ratio method. According to this method, we compare 
the tax revenue with the total! state income. It simply refers 
to the proportion of state income collected by way of tax 
mobilisation. It has been pointed out that this tax-ratio 
(excluding the share from central taxes) in Orissa is 3 per cent 
and it is one of the lowest in India, Dr, PD, T. Lakdawala has 
calculated ina similar way the percentage of tax revenue to 
net domestic product in 977-78, and he puts it as 4,45 in 
the case of Orissa. 


Taxable capacity 


The tax ratio method has certain limitations because 
it assumes that a unit of income in any part of India has equal 
tax potential. But this assumption will not be correct if we 
define taxable capacity as the income above the poverty line, 
that is, surplus income above Rs. 40 at 1960-61 prices which 
is adjusted by the level of rise in prices further. After deduc- 
ting this amount from the state per capita income, if one 
measures the tax-ratio,one will find the position of Bihar,Orissa 
and U.P. as front-ranking so far as efforts put in for mobilsing 
resources through taxation are concerned. One can safely 
conclude, therefore, that tne tax effort of Orissa in the last 
decade is no way less than the other states. 


Mobilisation of surpluses 


Whether the tax structure is elastic and productive or 
not can be known from the amount of tax resources it yields 
to finance the plan expenditure of a state. Government is 
always more conscious about future needs of the state. There- 


fore, it should save a sizeable proportion of additional tax 
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revenue to finance public investments. Surpluses on current 
revenue account at existing rates of taxation have been 
much less than anticipated. A study of the surpluses of 
revenue over expenditure in Orissa Budgets presents 
a dismal picture. Revenue accounts during the (last 
38 years from 1937-38 to 1973-74 have produced a deficit 
of Rs 1519.92 crores, out of which the deficits incurred 
during 1971-72 to 1973-74 were Rs 86.3 crores, {In these 
three years, the capital budget of the state came to the rescue 
of the revenue budget and the net outcome was transfer of 
resources from the capital account to fill ‘up the void 
in the revenue account. Thus the money borrowed for crea- 
ting assets was utilised for running the day-to-day activities 
of the state. There was no atternative to it, as the state was in 
serious financial difficulties due to the unavoidable emergence 
of urgent expenditure to meet the unprecedented natural cal- 
amities and granting of dearness al'owances to the employces 
of the State Government to neturalise the abnormal price rise. 


However, an analysis of the budgets during 1971-80, 
shows a different trend during this decade. The deficit on the 
revenue account during this period was Rs. 90.29 crores. But 
from the year 1975 to 1980, there have been surpluses to the 
extent of Rs, 99.68 crores or roughly Rs. 100 crores and, 
therefore, on the whole a surplus of Rs. 10 crores has been 
found out to aug-nent the resources of the state for 
economic development. 


A study by Dr. K.M. Patnaik of the internal resources 
of the state also suggests that near about 85% of our develop- 
mental expenditure is financed by central assistance. Most 
of the resources of the state are used to meet the demands 
arising out of floods, cyclones, droughts, debt-setrvicing and 
the salaries paid to the employees of the State Government, 
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An analysis of the taxes imposed by the state can now 
be made. Generally the state taxes are divided into direct 
and indirect taxes. So far as direct taxes are concerned, it 
constitutes the one-fifth of the total tax revenue. In the bud- 
get for 1979-80, state taxes were estimated to yield Rs, 105 
crores, out of which Rs. 21.18 crores constituted revenue 
obtained from direct taxes and Rs, 84 crores from indirect 
taxes, Therefore, the importance of indirect’ taxes in the tax 
structure of the state can hardly be exaggarated. 


Land revenue and Agricultural Income Tax 

The yields of iand revenue and agricultural income 
tax together constitute 13 per cent of the total revenue 
derived from direct taxes by the state. In the budget for 
1979-80, the collection from land revenue has been estimated 
to be Rs. 6.48 crores, whereas in the budget of the previous 
financial year it was Rs. 4.95 crores and as such the proceeds 
under land revenue were expected to increase considerably, 
These figures leave a large margin of doubt. Land revenue 
as a percentage of the total tax revenue of the state is less 
than 3 per cent but previously land “revenue had occupied a 
prominent place in the direct tax structure of the state. Land 
revenue was abolished in the year 1957 and as a result, the 
yield from land revenue decreased subsequently. After the 
revision and imposition of the land cess, the yield from land 
revenue has increased. 


Imposition of land revenue is advocated on the 
following grounds : 


a) Land revenue is as regressive as other state taxes 
like sales tax. This can be made progressive by introducing 
the principle of progression and by exempting the marginal 
farmers. 

b) The cost of collection of land revenue has been. 
shown as more than Rs. 13 crores in the year 1979-80 and, 
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therefore, one should not conclude that land revenue is not 
an expensive tax from the point of view of collection charges. 
The revenue officials, beginning from th3 Collector ofa 
district to the revenue-inspector at the lowest level, are 
engaged in developmental administration and collection of 
land revenue is a minor function of these officials, As such, 
the cost of collection of land revenue should be an insigni- 
ficant proportion of the total cost. 


The yield of agricultural income tax had remained 
virtually stagnant at Rs. 8 lakhs for a number of years. The 
State Government has abolished this tax in 1973. But this 
appears to be a retrograde step for any progressive govern- 
ment. Economists are of opinion that this source of revenue 
can be made elastic, provided that the rates of agricultural 
income tax are shaped on a progressive basis. Secondly, 
there is enough evidence to show that per acre agricultural 
productivity has increased several! times and, therefore, 
agriculture should be taxed more. Thirdly, the subsidies 
given in the form of lower irrigation rates, fertilizers, pestici- 
des and better seeds demand that a portion of newly created 
agricultural income mitst be taxed. 


The K, N. Raj Committee has pointed out the direct 
system of agricultura! taxation should take into account the 
differences in the productivity of land and the particular 
crops grown in the region. The Committee has also sugae- 
sted that the tax should reflect productivity and the price 
changes over time. [ts incidence should be uniform and 
progressive. Therefore, the Committee has suggested the 
rateable value of the land with development allowance, 
should be the basis of taxation. The rateable value will be 
decided .on the output of different crops per hectare for each 
year workea out on the basis of the estimates of the yield for 
the previous ten years and be valued at the relevant average 
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harvest price of the preceeding three years, after making 
allowance for the cost of cultivation and development. When 
the basis of taxation shifts to productivity, the objection that 
the imposition of cellings on land-holdings would limit the 
yield of the tax has no justification, As the Raj Committee 
has suggested that the tax would be imposed ‘in two 
stages, first, on all operational holdings having rateable 
values of Rs. 5000 or more each and, second, on operational! 
holdings of rateable value of Rs. 25 thousand. 


Indirect Taxes 
The share of the indirect taxes in the total tax revenue 
of the state has increased from Rs. 42-98 crores in 1970-71 to 


Rs. 198.49 crores in 1979-80 (both central and state). 
Government is relying more and more on these taxes to 


increase its revenue, 


Among the indirect taxes, sales tax is the most 
important tax. An analysis of the sales tax shows that, in 
1970-71, it yielded Rs. 17.54 crores, whereas in 1979.80 the 
yield was Rs. 57.58 crores. In 1969-70 it was responsible for 
51 per cent of the total tax revenue of the state and now it 
has increased to more than 55 per cent of the total tax 
revenue, 

There is a strong demand for the abolition of the sales 
tax, Itis argued that sales tax should be replaced by 
central excise duty. The proposal does not appear sound for 
the following reasons : 


a) Sales taxes cover more goods and as such itis a 
comprehensive tax, Excise duties are specific and selective. 
Excise tax is specifically difficult to collect when there are a 
large numbers of producers with small units of. preduction. 

b) Abolition of sales. tax would mean surrendering 
the n.ost important, independent and elastic source of 
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revenue of the State Govarnment. It yields more than 55 
Per cent of the tax revenue of the State. 


c) Sales tax is ad-valorem, where as excise tax is 
specific, With increasing urbanisation and industrialisation, 
the yield of sales tax would increase. The experience of the 
collection of the proceeds from the additional excise duties 
has indicated a lesser rate of growth than the rate of increase 
in the sales tax revenue. Because of the Inw elasticity of the 
excise tax, the Government in search of higher revenue has 
often revised its rates and has broadened its base, extending 
it over a large number of commodities In thut case 
substitution of sales tax by excise will very likely mean loss 
of revenue, 


d) A major draw-back of this proposal is that several 
commodities will be freed from taxation without any 
economic reason. Excise taxation at present covers goods 
produced in the industrial sector in our country. Excises can 
also be imposed on agricultural! producers. But the question 
is ; Will it ‘be possible and economic to tax the millions of 
small agricuitural producers? Even in the sphere of the 
industrial sectcr, the net of excise duties has not covered the 
unorganised sector, In view of this, sales tax appears more 
useful to cover both the agricultural and the unorganised 
industrial sectors. 

e) It also appears unlikely that the State Governments 
would be willing to surrender such a flexible and elastic 
source of revenue to the Centre without, a constitutional 
gurantee that, | net only “the present level of revenue from 
sales tax, but also all possible increases in this revenue on 
account.of its elasticity should be handed over to the States 
during a financial year automatically. This does not appear 
to be politically feasible. Therefore, rationalisation of the 
sales tax system, its co-ordination with the Central Excises 
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or substitution of all these by the Value Added Tax are some 
of the proposals for reform put forward by the economists. 


The lines of reform of sales tax 

a) Judicious classification of commodities into differ- 
ent groups, viz., essential, non-essential, luxuries,. capita! 
goods, intermediate goods and the like and taxing each group 
at rates different from the other with elements of progresion 
will reduce the regressiveness of the sales tax system, 

b) The rate of inter-state sales tax should be brought 
down by stages to one per cent. 

c) Differential rates on the same product sold outside 
and inside the state should be put an end to. 

d) Harrassment of small traders and businessmen for 
no fault of their own should be immediately done away with 
by reforming the collection procedure and maintenance of 
accounts, Early disposal! of tax cases, decentralisation of the 
administrative units and organisation of research bureaus to 
look into the various problems faced by the tax-authorities 
will go a long way to make sales tax fairly equitable and 
acceptable. 


e) The state should be persuaded to move towards the 
single point tax at the last statge. 


State excise duty 
This constitutes another important source of indirect 
tax. Since the creation of the state in the year 1936-37, the 
state excise was the second highest source of revenue. Next 
to land revenue, it was the highest source of revenue 
until 1953. There was partial introduction of prohibition in 
five out of thirteen districts in Orissa and this affected the 
excise revenue of the state, After 1969, the State Government 
reoriented its excise policy with the objective of (a) curbing 
the illicit trade of liquor in the country, (b) regulating the sale 
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of liquors through licensed shops, and (c) getting larger 
amounts of revenue for developmental purposes. This change 
in the excise policy increased the revenue urder this head. 


In 1973-74, state excise yielded 12 per cent of the total 
tax’ revenue of the state. In the 1979-80 budget it covers Rs. 
7.55 crores of the total tax revenue of Rs. 105.5 crores. This 
is hardly 15 per cent of the total state tax revenue. 


Conclusion 


A perusal of the revenues of the ‘State: Government 
shows that nearly two-thirds of it comes from the Centre by 
way of shared taxes and grants-in-aid and the rest is derived 
from its tax and non-tax sources. Thus, Orissa is heavily 
dependent on the Centre so far as its finances, are concerned. 
Most of the taxes levied by the State Government are inequi- 
table and larger amounts of revenue from such taxes would 
not oniy mean taking unpopular steps but also would be 
difficult to realise. The largest source of its revenue ought to 
be the agricultural! sector which contributes nearly 60 per cent 
to the State Domestic Product. The only tax of any signi- 
ficance on this sector, after the abolition of the agricultural 
income tax,is iand revenue which is highly inequitable. Hence 
the rationalisation of the tax structure of Orissa in such a way 
as to derive a substantia! amount of revenue through land 
taxation of a progressive nature is an urgent task that should 
engage the attention of the Government 
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CHAPTER 17 


PATTERN OF PUBLIC EXPENDITURE 
IN ORISSA 


introduction 


| Public expenditure has been a neglected area of study 
for long. The Anglo-Saxon school of public finance theorists 
paid scant attention to it and virtually had no theory of public 
expenditure. The continental theorists such as Marco, 
Lindahl, Mazzola, Sax, Pantaleoni, Earone and Wagner, 
however, did fortunately develop a welfare approach to 
examine and explain spending by governments, At present 
Musgrave, Samuelson, Buchanan, A, Downs have greatly 
enlarged our conceptual understanding in this regard. Pionee- 
ring empirical studies on public expenditure in various 
countries have raised many statistical problems some of which 
have been onlv partially settled. 


Neglect of public expenditure activities at lower level 
governments is more pronounced than what is seen for the 
national governments. Of late scholars have also shown 
interest in the spending activities of regional and loca! 
governments. 

The present study concerns itse!fs with the public 
expenditure of the government of Orissa which is one of the 
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state governments in the Indian federal polity. Not all aspects 
of the expenditure, however, ere examined. Time pattern of 
exdenditure growth, expenditure on various sectors and the 
changing nature of it in the context of bucgetary policy and 
planning constitute the focal points of the study. Cross 
section analysis covering expenditure patterns of various state 
governments are not attempted, though now and then figures 
of various states are used to make rough comparisons and 
intelligent guess works. Certain ailied matters like Central 
Government's share in the public expenditure of the state of 
Orissa is raised but cursourity dealt with. 


IN 
Size and growth : 


Expenditure of the Government of Orissa has risen 
absoluteiy over the last thirty years, As is evident from Table2 
expenditure aivune has yone up nearly nineteen tines. 


Table—! 


Growth of state expenditure in Orissa. (19509-51— 1976-77) 
( in crores of rupees ) 
( At current prices ) 


| 
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1950-51 5.91 12.୯0 17.91 100 275.60 6.49 12.26 
1960-51 11.84 35.54 47.38 264 , 374.08 12.66 27.07 
1970-71 2479 139.88 164.67 9୨19 1070.60 15.28 ୨5.19 
1976-77 38.64 308.16 346.80 ;936 1613.63 21.49 145.10 


Sources: 1. “‘Conspects of Orissa budgets 1936-37 to 
1973-74°', Finance department, Orissa, 
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2. ‘Orissa budget 1978-79”, Some facts and 
charts, BSE, Orissa. 

3. “Economic survey of Orissa”, 1977, BSE. 
Orissa. 


4. Estimates of State domestic products,1 960-51 
to 1970-71, BSE, Orissa. 


Expenditure growth in relation to state income shows 
that in 1950-51 expenditure constitued roughly 6% of state 
income; a quarter century after it has risen to 21%. Per capita 
total expenditure in money terms has a!iso gone up, |If ex- 
penditure figures are taken in constant rupee terms, absolute 
rise in expenditure will surely be toned down but the trend 
cannot be materially affected. 


Such rise in public expenditure in Orissa is in confor- 
mity with a universal tendency noticed in al! climes for some 
years now, It also is in consonance with the trend exprienced 
in India at the national, regional and loca! levels. Apart from 
the known factors like price, population, complexity of life, 
impact of planning etc., some ‘special causes are present in 
the case of Orissa which account for the rise in public 
expenditure. The state is drought and flood sensitive and 
cyclone ravaged. It has a sizeable tribal population. It is 
comparatively a backward part of India, All these against the 


background of development-planning mean increase in 
expenditure. 


Trend in Revenue Expenditure 

Quite often public expenditures are classified into 
development and non-development expenditure. ‘They are 
also treated as plan and non-plan expenditure, Such dicho- 
timies can serve good purpose provided the relevance of non- 
plan expenditure like maintenance of buildings, of health 
centres and schools and non-developmental expenditure tike 
spending on the maintanance of aw and administration is not 


Digitized by srujanika@gmail.com 


Pattern of Public Expenditure In Orissa 229 


minimised, Undermining non-develoomental and non-plan 
component of public expenditure beyond a reasonable 
degree is a distortion which one must take care to avoid, 
With an attitude tempered by these considerations, Qrissa's 
revenue expenditure is broken up into development and non- 
development components. Table 2 records boih the 
components from 1351-52 to 1973-74 as percentages to 
total expenditure, 
Table—2 


Trend of revenue expenditure of Orissa from 1951-52 to 
1972-74 on development and non-development heads as 
percentage to total expenditure. 


Year Deveiopmetal Non-Developmental 
CO CC OP Cg oe VEOD Mental 
Phase 1) 1951-52 57.76 42.24 
| 1952-53 58. 0 41.60 
1953-54 53.97 46.03 
1954-55 53.25 46.75 
1955-56 ` 45.09 54.92 
1956-57 52.85 47.15 
1957-58 59.29 40.61 
1958:59 60.45 39.55 
1950-60 62.34 37.665 
1960-61 60.72 39.28 
1961-62 64 51 35.49 
CO TOO OOOO OOOO OO 
Phase 2) 1962-63 61.58 38.42 
1962-64 63.12 36.88 
1964-55 60.94 39.06 
1965.56 60,37 29 63 
1966-67 55.42 44 58 
1967-58 56.55 43.45 
1968-69 55.47 44,5 
1969-70 57.88 41.12 
1970-71 59.72 40.28 
1971-72 54.94 45.06 
1972-73. 57.99 42.01 
1973-74 59.06 40.94 


OT 


Digitized by srujanika@gmail.com 


230 Economic Profile of Orissa 


A few interesting features are discernible. Firstly, 
non-devefopmental expenditure has been always [ess than 
the developmental expenditure throughout the period. 
Secondly, non-developmenta!l expenditure remains sizeable; 
sometimes it has been as high as 54% of the total expendi- 
ture. Thirdly, two time patterns manifest themselves in 
respect of both the types of expenditure, Between 1951-52 
and 1961-62, development expenditure tended to go up and 
non-development expenditure tended to fall. The trends 
seemed to have reversed in the subsequent period between 
1962-63 to 1973-74. Such tendencies get confirmed when 
values for such expenditures are found out through regression 
equation based on least square estimators*, 

Let development expenditure be Xm x +B ti 

and non-development expenditure be Ym xX +B ti, 

while t; is time in years. 

The results are summarised for both the period, From 
1951.52 to 1961-62. I 

Developmental expenditure X=51.884 0.88 ti 


Non-development expenditure Y=48.12-—0.88 t 
from 1962-63 to 1973-74. 


Development expenditure X =61.39 — 0.43 ti 

Non-development expenditure Y =38.614+0.43 ti 
B value which indicates slope was positive in the first phase 
and became negative in the second phase for the development 
expenditure, The slope of non-development expenditure 
which was negative during the first period became positive 
during the second period. [It is felt that non-development 
expenditure behaves like this mostly due to the upward 
revisions in salaries and dearness allowances in administra- 
tion and aided institutions. Interest charges also count for 
much. It is felt that this poses a threat to development. 


¥ | thank Sri N. B. Prodhan, a colleague of mine, who 
helped me in the calculation of « and B values. 
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Trend in Capital Expenditure 

Expenditure on capnital account creates concrete 
assets. Short and long run projects are financed largely from 
loans raised by the governmont. From 1955 a part of capits! 
expenditure is being met from the revenue account, In 
magnitude it is a great sum and has far-reaching significance, 
as this is mostly develoyment expenditure. Table 3 gives an 
account of this. 

Table—3 
Capital outlay outside the revenue account 
( in crores of runees } 


Year Amount 
1960 70 22 
1974-'/5 47 
1975-75 58 
1976-77 55 
1977-78 83 
1978-79 110 


Source : Orissa budget, 1978-79, Some Facts and 
Charts, BSE, Orissa. 


During the decade the capital expenditure has 
recorded an increase from 22 to 110 crores of rupees. 
Spending is mostly made under this head on improvement 
in public health, schemes on agricultural improvement, 
industrial development, multi-purpose river schemes, irrigation, 
embankment, electricity schemes, public works and transport 
and communication. Such schemes come under state or 
central plan scheme. Certain non-plan schemes also figure 
under this head. 


nn 
Expenditure pattern in the context of plans 


It will be rewarding if plan expenditure in Orissa is 
brought to focus. Table 4 illustrates investment in different 
sectors in the various plans. 
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Agriculture, co-operation and community develop-. 
ment, Irrigation and power together go to indicate that 
agriculture is given crucial importance in the scheme of 
things. Next comes the social services. Industry and 


mining do not receive the kind of attention they really 
deserve. 


Table 5 divides expenditure on various activities in 
the plans into investment on social overhead capital (SOC) 
and investment on directly productive activities (DPA). 


Table 4 


Sector-wise investment in the five year plans of Orissa. 
Sectoral expenditure as % to total expenditure. 
5th Plan 


Sector 8 Planl2nd ie he a Plan 
Plans 


Agriculture 28.02 9.20 9.71 12.57 17:06 17.05 
Co-opera- 0.88 12.60 9.17 6.05 4.65 2.59 
tion & 

Community 

Devetiopment 

Irrigation & 26.15 45.560 35.95 43.71 45.70 56.1 
Power $ 

Industry 4.56 4.50 9.00 9.56 8.24 3.76 
& Mining 

Transport id4.72 7.00 17.15 13.90 6.43 6.23 
& commu- 
nication 

Social 25.52 17 20 17.10 13 54 1328 15.48 
Services 

Miscetlane- 0 15 3.60 1 92 0.67 0.50 0.75 
ous 


10.00 “° 100.00 1C0.00° 10000 1(C0.C0 100.0 
Total 1541.82 8659.10 22501.00 12495.98 25633.93 


expenditure 58850.00 
(Rs, in lakhs) h 


Source : 1.. Economic Review of, Orissa, T6574, Table 16, 
p. 149-293. (2) Annual Plan of Orissa, 1977-78 
Draft P. 11.-Figures in the table are computed. 
Figures in the 5th,Plan relate to outlay. 
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Table—5 


Plan investment in Orissa on SOC and DPA 


Exnenditure ( in lakhs in rupees ) 


Plans s0C DPA 50C/DPA 

ist Plan 1239 31 599.96 207 
2nd Plan 7154.35 1185.66 6.03 
3rd Plan 17858.00 4210 00 4.24 
Anriual Plan 9646.80 2765.59 3.49 
Fourtn Plan 19021.93 6483.97 2.93 
Fifth Plan 24376.4 1879.2 5 00 
1974-77 


nes: 


Source : Economic Review of Orissa, 1974.; Annual! Plan of 
Orissa, 1977-78. 


In successive plans sociai overhead capital has been 
correctly given greater importance than the other category. in 
the initial phases of development, infrastucture has to receive 


adequate attention. 


Iv 


Share of the Central Government 


The magnitude of State's expenditure is greatly influ- 
enced by resource transfer through the channels of the 
Finance and the Planning commissions. Table G6 records 
this. 
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Table—6 


Transfer of resources through 


—— 


Finance Commission Plannina Commission 

rr ` Total grants Assistance as 
and share from- 07 of act- 
levies as a 9% of ual plan 
total revenue & expen- 
receipts including diture. 
devolution. ET 

Ist Finance Commission 27.6 Ist Plan 54,47 

1952.57 

2nd Finance Commission 30.6 2nd Plaୱn 63.57 

1957-62 I 

3rd Finance Commission 35.2 3rd Plan 66.70 

1952.60 

4th Finance Commission 37.9 Annual Plans 69.84 

1965-69 

5th Finance Commission 37:9 4th Plan 60.45 

1969.74 


Total 1952.74 37.1 — 


Source : Consoectus of Orissa Budget 1936-37 to 73-74, 
Finance Dept. Government of Orissa. 


Over the last twenty five years the centre has contri- 
buted on an average 37% of the total receipts of the Govt. of 
Orissa. In resnect of the state plans, Contribution of the 
central government has been roughly around 60%, of the total 
plan expenditure. This means that througn controls and 
conditions that surround resource transfer, the central govern- 
ment greatly determined the composition, direction and quality 
of the state’s expenditure. Tribal upliftment, primary educa- 
tion, efficiency in administration, specific area problems 
and many such things are taken care of by the Central 
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Government through strings attached to loans, grants and 
subsidies. 


Vv 


Evaluation 

Public finance literature provides four criteria for 
judging fiscal activites of governments. They are the criteria of 
allocation, distributinn, stabilisation and development, 


Allocation basically refers to production of public goods. 
Both the central government and the state government of Orissa 
provide goods that satisfy the wants of the people in Orissa. 
The state government produces those goods and services the 
benefits of which accrue within the geographical confines of 
the state. Law and order, dispensation of justice, education, 
health are examples of such activities. The state of Orssa in 
respect of these fared not badly in the sense that sums of 
money spent showed an increasing trend. In 1962-70 about 
Rs 20 crores was spent on education, it went upto Rs. 82 
crores in 1978-79. The same kind of trend is noticed in 
respect of medical, public healtn and family planning. The 
spending on administrative Services requires some considera- 
tion. 1969-70,it was roughly 13 crores of rupees; in 1978-79 
it trebled to Rs. 41 crores. In a pioneering study made by 
the Reserve. Bank of India about the state government's 
expenditure from 1951-52 to 1965-66, itis pointed out that 
all states recorded impressive per capita rise over the fifteen 
year-period on administrative services. In 1951-52 Orissa 
had per capita spenoing of Rs 2.1 and Rs. 5.0 in 1955-66. In 
Assam it was 2.6 in1951 -52: it went upto 8.1 in 1965-66. For 
West Bengal figures were 3.9 and 6.7 for those .two years. In 
some quarters grave and obsessive concern is expressed 
regarding this rising expenditure on administrative services. 
There is danger that in our bid to avoid extravagance and 
promote economy, we may sacrifice efficiency. Careful 
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search is necessary to pin-point wasteful expenditure so that 
it can be curtailed. Further, when th2 economy is healthy, 
buoyant and normally progressing,rise in spending on admini- 
strative services is both necessary and desirable. But the 
predicament which the state government was in during 1958 
to 1973 has to be.carefully avoided, In order to finance 
galloping rise of current expenditure, government “had to 
borrow large funds”™ 


Economic stability refers to maintenance of the value 
of mony and creation of full employment. Central Government 
perhaps has the sole responsibility for price stability; the state 
governments have only to play complamentary role in this 
regard. Though it is universally found that the regional 
government act in ways that counter the fiscal goals of the 
country, there are instances when the state government of 
Orissa did implement anti-inflationary measures. In 1977, the 
state governments cut down unproductive.-expenditure amoun- 
ting to Rs. 4.91 crores. The government has much room to 
create employment opportunities through plan and non-plan 
activities. With the present level of open and disguised un- 
employment, one can hardly say that the stste has achieved 
any degree of success in providing employment to all job 
seekers. 

Both the central and state government exert a salutary 
impact on the distribution of wealth and income. Since 
important expenditure activities are with the state governments, 
they are in a position to bring about improvements in the living 
conditions of the poor people. Al! state governments are 
eager to create social amenities, Drinking water supply, 
primary schools, rural electrification, health services, old-age 
pension etc. claim priority now. 


See ‘‘Conspectus of Orissa Budgets,” p. 19-20. 
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On the score of economic development, the state 
government, by and large, proceeds along desired lines. Infra- 
structural activities, physical and human capital formation are 
greatly emphasised. 


Vi 
Concluding observations 


Notwithstanding all that has been done, public expen- 
diture could not be able to influence the region’s economy in 
any visible way. Regional imbalance, urban-rura! cleavage 
continue to bafffe the state. Health, education and other 
essential services continue to remain far from adequate due 
primarily to lack of resources. Ht has not been possib!le,mainly 
for‘want of data, to ascertain the incidence of benefits of state 
expenditure, much of which release benefits which are indivi- 
sible in character. For want of space, other important types of 
classifications of public expenditure such as real, versus 
transfer, are not examined. The expenditure policy which 
underlies the gamut of spending activities of the state govern- 
ment and which is echoed through budget speeches of the 
finance ministers has also been omitted. Even with this inade- 
quacies, the study provides an inkling about the economics of 
public expenditure of the state. 
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PUBLIC DEBT CF CRISSA 


The history of the public debt of Orissa can be 
conveniently divided into 3 periods for a detailed study. 
These are : 

1936-37 to 1942.43 :; | Period 
1943-44 to 1955-56 : 11 Period 
1956-57 onwards : tI! Period 


The state got its separate status on the Ist April, 
1926. During the Ist period, under the provisions of the 
Government of India Act 1935, it enjoyed its right to borrow 
subject to usual limitations. But this power was not utilised 
by the provincial Government then as it was still running on 
the ideology of a police state and the concept of a welfare 
state was no where in the thinking of the provincial 
Governm.ent, During these years, therefore, the indebtocdness 
of the state consisted only of the unfunded debt comprising 
of the provident fund deposits of the employees. This is 
not strictly regarded as a loan incurred by the Government 
since the Government here acts as a custodian of the funds 
of its own employees and works as a banker, Nevertheless, 
it constitutes a liability of the state Government from the 
ultimate standpoint. 
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The Second period, i.e., from 1943-44 to 1955-56, is 
marked by the borrowing of the state Government from the 
Government of {tndia for financing ‘“‘Grow More Food” 
programmes. Different projects of economic reconstruction 
and development undertaken by the Government during this 
period increased the financial needs and as such the state 
Government had to take recourse to large central loans. 
.‘‘These loans started as a trickle, but:soon become a torrent 
due to the needs of Postwar Reconstruction Schemes, 
Grow More Feod Campaign and successive Five Year 
Plans” *, Thus. from the very start of th: prycass of 
economic reconstruction and development, emergence of 
public debt as a significant source of funds is a noteworthy 
feature in the scheme of finance of the state Government. 
That, in a way, could also be taken as indicative of the 


future resource gap for the state and of the impoitance of 
public debt in the resource mix of the state. 


During the third period gradually all possible sources 
for raising public debt have been tapped to cope with the 
rising need for funds. The borrowings of the state have 
included loans from the Central Government, open market 
loans, loans from R., B. l., State Bank of India and other 
autonomous bodies like the Life fnsurance Corpo- 
ration, Khadi and Village Industries Commission etc. 
The total indebtedness of the state includes, in addition, the 
balances in the provident funds of the employees and the 
balances at the credit of accumulated funds to the extent to 
which. they have not been separately invested but are merged 
with the genera! cash balances of the Government, Thus ail! 
sums at the disposal of the Government on account of which 
the Government is liable to make payments later involving a 
reverse flow of funds are included in the public debt of the 


state. The table below (Table 1) indicates growth of the 
public debt of the state. 


oes re 


¥ Orissa Taxation Enquiry Committee Report, 1961, pp. 347. 
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Data from the above table indicate a heavy depen- 
dence of the Government of Orissa on the Central Govern- 
ment for loans. This is also true in respect of all the states, 
which implies virtual centralisation and concentration of 
financial powers in the hands of the Government of India and 
a consequential surrender of the independent right to 
borrow of the state Government. In view of this, the demand 
for more financial autonomy to the states to manage their 
own affairs and to put their finances on a more even kee! 
looks like breaking our heads on a non-issue, Orissa, in 
comparision to other states in India, is a poor state. But the 
more opulent partners in the federation do .not show any 
significant deviation trom this situation, as shown in Table 2. 


Table—1 
Growth of Public Ce t of Orissa (Rs. lakhs) 


¡ Gross loans | Other Col (3) as 
Year Tota! Debt from central [loans of (Col (2) 
\ Government 
i ] 2 i 3 i 4 | 5 

1951-52 919 902 17 98.15 
1956-57 2571 2329 342 87 20 
1951-62 2891 1956 935 67.66 
1966-67 5716 5376 - 340 94.05 
1969-70 7854 6246 1608 79.53 
1973-74 10340 8953 1390 86.59 
1978-79 13510 9106 4404 67.40 


Source : *‘Burden of Union Loans on the States,’’ by 
G. Thimmaiah and R.B,l. Bulletin, Sept. 1978, p. 723 


So far as the annual compound growth rates of gross 
loans from the Union to the States are concerned, Orissa 
shows a rate of 10%, whereas Andhra Pradesh shows a rate 
of 15.60%, Gujrat 4%, Karnatak 16.40%, Maharastra 12.70%. 
This is indicative of the growing dependence on the central 
loans in the case of the richer states of the Union. This has 


opened up a new field of study in Centre-State financial 
relations in India. 
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Gross union loans to the Government of Orissa as 
percentage of total! capital receipts during the plan periods 
stands at 93%, 73%. 68% and 69% respectively during the 
Ist, 2nd and 3rd and 4th plan periods. Itshows a declining 
trend. Nevertheless, if out of the total capital receipts nearly 
70% or more is accounted for by central loans, the strategy of 
planning for economic development is determiued in New 
Deihi and the State Government has no say in the matter. dt 
works as just a lower tier Government entrusted with the tisk 
of implementing certain projects which are drafted for it by 
some superior authority. 


Tabie—2 


Gross Central loan as percentaje of the total debt of 
selectiad states in India, 


sen re ee rere rr ere 


States 1951-52 1956-57 1961.62 1965-67 1969-70 1973.74 


Andhra — 71.38 8127 111.88 8061 81.69 
Pradesh 

Gujurat — — 71.81 7123 614.39 8୫7.49 
Harayana — — — 63.40 59.25 ୨8.23 


Karnatake 89.06 67.37 62.30 151.91 79.45 85.0) 
Kerala 5.84 75.02 77.55 107.60 &0.74 85.79 
Maharastra 47.32 92.86 71.09 62.70 6464 ଓ61.79 
Punjab. 9876 956.35 80.48 89.70 57.62 80.25 
Tamilnadu 72.74 69.66 ଓ62.95 68.75 47.75 72.12 


West 50.1 83.32 79.97 127.47 7721 ୨92.86 
Bengal 


Source : G Thimmaiah— Op. Cit, pp. 30 to 82, Table 3.4 to 
3.24. 

Central loans are given in different forms, viz., state 
non-plen schemes, central plan schemes, centrally sponsored 
schemes, non-plan schemes like share of small savings and 
relie! for natural calamities and in the form of ways and means 
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advances from the Centre. State plan schemes account for 
the single largest item of Central loans to the states. It is 
obvious from this that if central resource transfers in the form 
of loans are choked off at any time due to factors beyond the 
control of the Central Government, state plan projects will 
come to a stand-still. This reduces the federal character of 
the Indian Constitution to a myth. 


The total debt of the Government of Orissa as a per- 
centage of the total tax revenue of the state stood at 171% in 
1951-52 and has come down to 80.9% in 1978-79, This 
percentage rose to as high as 565 in 1956-57. It indicates a 
situation where debt is considered as a norma}! source of 
income for the state Government. The more alarming fact is 
that this trend continues to be unchanged in spite of so much 
of planned efforts for economic development. Any prudent 
and discipiined student of public finance will definitely support 
the view that in the initial stages of development, public debt 
can be relied upon as an accelerator of economic progress. 
But the process of development gathers momentum us, this 
dependence on public debt should be substantially reduced. 
Nothing appreciable has been achieved in this respect so far 
as the Government of Orissa is concerned. 

The servicing charges of the public debt consitutes a 
heavy drain on the consolidated fund of the state, Asa per- 
centage of the total revenue it stood at nearly 20% in1965-66. 


The amount spent for servicing public debt is shown in 
Table 3. 


Table—3 
Magnitude of Interest charges on public debt. 

Year Interest charges (Rs. in crores) 
1965-66 I 16.74 
1956-67 20.33 
1967-68 23.06 
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1968-69 25.88 
1969-70 25.44 
1974-75 34.38 
1975-76 36.43 
1976-77 40.31 
1977-78 43.91 
1975-79 କଡ 46.82 


Source: Annua! Publication of the Budgetby the Bureau of 
Statistics and Economics, Govt. of Orissa, 


The increasing magnitude of interest burden implies 
increased volume of public debt, other conditions remaining 
unchanged. It may also imply that the interest rates are 
becoming gradually unfavourable in the face of mounting 
debt liabilities. One estimate points out that in 1965-66 
(B.E.), debt service charges as percentage of total revenue 
was the highest in case of Orissa, i.e., 19.95% in comparison 
to the other states. 


The Government also borrows from the State Bank 
of India, Reserve Bank of India and other autonomous bodies 
like the Khadi and Village Industries Board and the Life 
Insurance Corporation. From among these, the overdrafts 
from the Reserve Bank of india are posing a serious problem. 
This matter has been‘referred to the Finance Commissions for 
their consideration and recommendation. The Study Team 
of the Administrative Reforms Commission on Centre-State 
financial relations has also discussed -the issue threadbare 
and has submitted its recommendations, But unless we 
strike at the root of the problem, no amount oi discussions 
alone will solve the problem. The crux of the problem is that 
the States are facing a chronic deficit in their resources for 
economic development. A satisfactory ‘solution of the debt 
problem of the state Government lies in finding out’ a'remedy 
for the deficit in the resources of the State.’ 
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Public debt is a burden. Even though A. P. Lerner in 
his thesis of functional finance speaks of internal public debt 
not constituting a burden, as it only involves a transfer of 
resources from one section to the other, this process of 
resource transfer brings about a change in the allocation 
pattern in the economy. That very often entails a problem, 
E. D. Domar's view is that if national income rises simultane- 
ously with the growth of public debt, it does not involve a 
burden, But so far as Orissa is concerned, the massive 
public debt involves a huge transfer of resources from the 
state treasury anu it sometimes becomes difficult on the part 
of the state to meet this drain. Sometimes, the states in 
India have to incur new loans so as to provide for the 
servicing charges on the old debts. This is a serious situation. 


Public debt is in the field of extraordinary finance. 
As we have seen, it is incurred for bridging the resource gap 
of the state. For poorer states like Orissa where the efforts 
necessary to bring its economy on par with the rest of the 
country is much greater, this resource gap assumes still more 
important dimensions. The chronic deficit which poorer 
states like Orissa are facing is due to : 


(a) need for economic development; 

{b) inflationary price hikes; 

(c) influence of the wages-incomes policy of the 
central government; 


(d) natural calamities, 


So far as the first is concerned, it is equally the 
responsibility of the Central Government to see that balanced 
regional development takes place. Therefore, expenditures 
on such schemes which aim at providing infrastructural 
facilities should be undertaken by the Centre through grants. 
But projects which aim at creating long-term assets are to be 
financed through loans repayable in easy instalments. The 
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cost of borrowing in the casa of these loans can be kept 
very low so as to reduce the interest burden on the stites. 
Here the Centre should work as a partner, more so,a maj »r 
a partner, in the task of overall economic development, 


Inflationary price hikes and its adverse effects can 
be regulated through the general anti-inftlationary policy of the 
central government. 


One of the major de-stabilising factors for the finances 
of the states is the pay and dearness allowance policy of the 
Central Government. The di'screnancy between Central and 
State pay and D. A rates should not be there. For this 
purpose, itis necessary to formulate a national incomes 
policy and immediate steps should be taken by the Certral 
Government in this regard. 


Since natura! calamities have become more or less a 
regular feature in India, it is desirable to have a national 
relief fund out of which grants and loans can be advanced to 
the affected states. The principle sujgested by the Sixth 
Finance Commission may be adopted in this case. 

So far as the exist ng debt is concerned, various 
suggestions have been given by different persons and 
authorities regarding rescheduling of debt payments, writing 
off certain types of debt and allowing moratorium in certain 
cases. The Sixth Finance Commission's recommendations in 
this regard are quite satisfactory. 


Another suggestion which is of great importance is to 
maintain separate accounts for loan-financed projects. Since 
the obligation here is of a different nature, it is necessary to 
follow specific commercial! principles in the management of 
these projects. 


Another suggestion given is to create a National! Loan 
Councit to take up loan operations by the Centre and the 
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States. The experience of the Australian federation is of 
relevance in this regard. 


The overall approach should be to improve financial 
discipline in the country in which the Centre and the States 
should play an equal role. Reckless expenditure by any 
Government is to be drastically curtailed and permanent 
guidelines and controlling built-in-mechanisms should be pro- 
vided. It is gratifying to note that of late the Central Govern- 
ment has appointed a study team to suggest ways and means 
of reducing public expenditures. An horest attempt by al! 
concerned in this respect can go a lorg way in solving the 
public debt problems of the States. 
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CHAPTER 19 


PROBLEMS OF LCCAL FINANCE 
IN ORISSA 


Local units of Government, whether in the urban or in 
the rural areas, now-a days besides being entrusted with civic 


functions like conservancy, sanitation, street-lighting, water 
supply, elementary education, public health etc. are also 


serving as “engines of economic development’’, Itis more 
and more emphasised that the participation of locai bodies in 
the developmental functions are necessary to, (a) evoke 
popular enthusiasm of the people in implementing develop- 
mental projects formulated at higher levels of the Government, 
{b) exploit local resources to meet the expanding needs for 
resources for development, and (c) build up the necessary 
infrastructure like rural roads,minor irrigation projects or water 
works, rural industries etc. and thus provide the necessary 
economic base for a fast growing urban or rural! complex. 
According: to Mrs. U.K.Hicks, ‘‘the case for local Governinents 
as an instrument of economic activity mainly rests in its 
attempt to give:the people their own Socialism, not a 
socialism imposed from out-side’’. So also Dick Netzer, another 
authority on local Government, claims that “‘itself the product 
of industrial development, the city of to-day becomes the 
agent and instrument of economic growth and expansion ', 
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More recently, the Urban - Rural Relationship Committee 
Report of 1965 has stated that ; “Local bodies have to func- 
tion not only as units of self-government and provide public 
services and convenience for healthy living, work and play 
but also mobilise local resources to promote social, economic 
and cultural development of an area in an integrated manner’. 
The Balwant Rai Metha Committee of 1957 and the Ashok 
Mehta Committee Report of 1978 on Panchayati Raj have 
emphasised respectively that : ‘‘Rura! Loca! bodies are more 
than units of local self-government; they are agencies of rural 
development”. 


Thus, if we accept that economic activity by local 
government by far is the best way in which people can play 
their part in the organisation of their own development, then 
the central problem of local finance becomes the purposeful 
matching cf obligations and resources. The problem becomes 
a difficult one to solve because the resources that are at the 
disposal of local governments are not constitutionally 
determined at present but dependent upon the whims of the 
state governments. Theie are frequent encroachments by 
the state governments upon their meagre resources, which 
are again highly inelastic and unproductive in nature. A 
Government of India Report states that such resources of 
tocal bodies actually vary inversely with the number and 
extent of obligatory functions of loca! bodies. Moreover, 
all taxes meant for local bodies are not uniformly assessed-or 
collected by all local bodies. For example, the percentage 
of col!ection of house tax to demand in Orissa during 1973-74 
was hardly 35%. During 1970, 24% of the urban loca! 
bodies were not at all levying any property tax, 50% were 
not levying any service charges and 68% were not levying 
any indirect tax like octroi ; similarly house-tax or ‘profession 
tax is not at all levied by any Gram Panchayat in Orissa. The 
per capita incidence of local taxes also varies from state to 
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state, In Orissa, it is hardly 3.8% as compared to the all. 
India average incidence of about 6.4% during 1970. Further. 
such local taxes do not satisfy the canons of local taxation 
and are very often injurious to local enterprise and are 
discriminating against certain types of business. 


It is unfortunate that the items of specific local 
taxation have never been demarcated in the constitution and 
neither the Local Finance Enquiry Committee of 1951, nor the 
Taxation Enquiry ‘Commission of 1956-57, -nor the Zakaria 
Committee of 1963, nor the Rural-urban Relationshin 
Committee of 1966, considered it:necessary or ‘expedient to’ 
suggest amendments to the constitution for delimitation of 
the functions ,or reservation of specific items of taxes for 
the local bodies. “The level! of local taxation is ‘always a 
factor to determine the rate of development, and, therefore, 
it is essential that ‘the local bodies develop independent 
sources of revenue of their own, without depending too much 
upon grants from the state government: Grants are necessary 
no doubt to stimulate. local government to higher standards 
of services and bring ‘out greater ‘Co: ‘ordination in federal, 
state and local fiscal policies. But according to a report of 
the Roy al Institution of Public Administration : “the collection 
centrally of so much money for ‘subsequent filtering to the 
local authorities through an elaborate grants system is expan- 
sive, irritating and out of harmony with the principie of local- 
self Government". Such a ‘system of grants- in-aid would never 
provide stability in their” ‘day- to -day’* work and the local 
government would ‘be losing’ their autonomy, and indenen- 
dencé of action. a is, therefore; necessary that to ensure 
continuous stability in’ their ‘developmental activities “the 
local bodies should develop independent and’ definite sources 
of revenuetiof their cwn. There ‘should. atso. be.some:amount 
of built-in-flexibility’in their.resource position. ‘A progressive 
rate: structure:is ‘necessary in orderi-that it’: serves" the twin 
objéctives of redistribution and “mobilisation Of larger 
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resources’. In practice, it is always essential for earmarking 
a minimal sector of local planning which is strategically 
sound and then work it out with potential resources of the 
region. According to Ashok Mehta Committee Report on 
Panchayat raj institutions, the local bodies in the rural areas 
should concentrate, ‘“‘on refinement of strategies and higher 
level! policy making in the management of challenges of 
development administration in areas such as rural land 
structural deficiencies, agricultural modernisation, rural! 
industriali zation, credit universalisation, and planning for 
further utilisation of natural resources’, 


There are at present about 3830 Gram Panchayats 
and 314 Panchayat Samities covering 92%, of the population 
in Orissa Zilla Parisads have been abolished from 1968 
from the three-tier system, as it is said to have possessed no 
rea! executive powers and were said to create bottlenecks in 
the developmental works. The main sources of revenue of 
gram panchayats in Orissa are : (i) Licence fees on carts and 
cycles; (ii) income from sairat sources like fisheries, mango 
topes, village orchards, kine houses, hats. ferries and ghats; 
(iii) charges on irrigation pumps supplied by the government; 
(iv) interest on paddy deposited in gram golla co-operatives; 
and (v) Government grants like Kendu leaf grant, cess grants 
etc. But none of these taxes is compulsory. There is no 
compulsory levying of house tax or profession tax in Orissa 
like that in the Punjab, Hariyana, Karnataka and Kerala. 
Similarly, land revenue is not shared with state government 
by any Gram Panchayat. No Government waste lands are 
vested in any panchayat samity or Gram Panchayat {ike that 
in Andhra, Punjab and Gujarat. 


Untess we examine, in detail, the resource base in the 
rural areas and make an inventory of available resources and 
unless we fix certain minimum functions to be assigned 
to all rural local bodies, .it is not possible to match 
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the resources with obligations. A Panchayat Finance 
Commission shou'd be established in Orissa which should 
examine, in detail, these problems with a veiw to evolve an 
ideal rural local tax structure in Orissa taking into account 
the special circumstances and conditions obtaining in Orissa, 
K, Santhnam Committee in 1963 had suggested a house tax, 
profession tax and a vehicle tax to be the compulsory items 
of taxation tor rural local bodies, a surcharge on land revenue 
to be given to panchayats for developmental work anda 
basic minimum maintenance grant of one rupee per capita 
to be given to each Gram panchayat. Similarly, the seminar at 
Mussoori by the National institute of Community Develop- 
ment had recommended : (a) a capitation tax to be paid in 
the form of labour, if necessary: (b) surcharge on land 
revenue, land cess and irrigation cess; (c) a house tax and a 
vehicle tax to be the minimum taxes to be imposed by the 
gram panchayats. 


But the Ashok Mehta Committee, 1978 is of opinion 
that it is not possible to have a standard list of local rural 
taxes to be applicable to all states. 


However, in the opinion of the committee, certain 
taxes like house tax, profession tax, entertainment taxes, 
special taxes on land and buildings should be lIevied 
compulsorily by Panchayata Raj Institutions, even though 
weaker sections should be exempted from such taxes. 
Further, such Panchayat Raj institutions should also levy fees 
for services like lighting. sanitation and water supply. A 
permanent annual grant of not less than Rs, 2.50 per capita 
should be available to Manda! Panchayats. According to tre 
Committee, ‘‘in the emerging rural development programme, 
the transfer of public properties such as poram bokes, 
grazing lands. unreserved forests, orchards, public lands, 
cattle ponds, fishery tanks, ferries, querries, etc. 
would have great significance and these should statutorily 
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vest in the Mandal Panchayats". With a sizable ponulation 
base and a territorial jurisdiction cover ing a ‘number, of 
markets, the Mondal Panchayats would be able to tax a more 
diversified resource base with qreater intensity and el: isticity””. 
Thus, in order. to strengthen the financial base of the rural 
local bodies, there should be. some, ‘taxation, powers 
compulsorily given to all panchayats like house tax, profession 
tax, entertainment tax etc. But-they should be als)? allowed 
to tap a diversified. resource base like, fisheries, ferries, 
querries, grazing lands, orchards, hats, fairs, etc., which 
shouid be sup orted either by. dudget provisions. by Govern- 
ment or institutional finance. h should be remembered that 
the development of human resources is aiso a part and 
parcel! of resource building activities of Pancnayat Raj 
institutions. So due importance. ‘should bé given to 
programmes of adult education and training at the rurai level, 
in orcler to strengthen the resource position. 


° In respect of urban ‘local’ bodies, the following taxes 
are hore or less reserved for exclusive use by municipalities 
and notified area councils. The taxes generally ‘assigned are : 
(i) taxes on:ilandvand, buildings: (ii): Octroi;. (iii) taxes on 
vehicles other -than mechanically-.propelled;:;(iv) taxes. on 
animals; ‘(v) taxes :on .profession;. ‘trade. callings, -and 
employment; (vi) taxes :0n advertisemenitS other than:news- 
papers; (vii) theatre or show-:tax;: (viii) stamp : duty. on 
transfer.of :property, (ix) taxes on.:goods “and:ipassengers 
‘carried by road, (x} tolls:etc. 

. In Orissa, there are 56 urban .. local, bodies, (26 
Municip alities and 60 N. A Cs. ); put all the urban local tod .es 
are “not levying End collecting all ‘the ‘above taxes, The 
holding tax, for ‘éxample, which is levied under section 131 
of the Orissa Municipal Act is. levied by 67. urban’ _ local 
bodies. Similarly, the service taxes are collected by 62 urban 
local bodies. Octroi is collected by about 38 urban local 
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bodies at present. ‘ The ‘second important feature of these 
taxes in Crissa ts that the percentage of collection of demand 
is very low and varies from tax to tax. The percentage of 
collection of holding tax is. hardly 35% and of service tax 
‘hardly 33%, None of these taxes, except octroi, is elastic 
and they do not show expanding source of revenue, because 
of lack of ‘periodic revision. :During 1973-74, the‘ revenue 
from own sources of urban local bodiss. amounted to 56.8 
per cent of the total resources availabie to local bodies and 
the shared taxes (entertainment taxes and motor vehicte 
taxes) gave only 5.8% revenue) whereas the share of grants 
in the total resources was-as high as 39%. The octrot which 
collects 18.82% of the resources of the urban locai bodies of 
of Orissa.,.-constitutes: the; highest income yielding: source 
Compared to any ~other single. local tax, even though only 38 
local urban-bodies are. coilegting itat:present. 

it has been calculated’:by the State Municipal 
Finance Commission, Orissa, 1375, that the-per-capita income 
‘and per ‘capita expenditure during 1973:74 have been 
‘Rs. 37.98 and Rs.40:33- respectively for the municipaliti es and 
‘Rs. 17:028nd - Rs. 16:50 for ‘the“notifiéd aréa“ councils and 
the:actual average expenditure of ‘all categories offthe urban 
local bodies was Rs 20.84 per capita’ only ds’ against the 
desirable‘ cxpenditure of ‘Rs;!32:72:per capita, to! provide 
thém with a minimum standard of-essential sérvices. “This 
gap: between:: the actual and desirdble leveliof “exgenditure 
would need:rgvenue resources to: the extent of -Rs.6,03 crores 
‘as: calculated. by: the “State Municipat“ Finarcé Commission. 
But the: present total :reSources available -ere hardly’Rs, 3 
“crores. So this ‘would ‘mean doubling the ‘resources position 
roughty;, in ‘jorder: to meet :the minimum requirements-of 
:essentiahservices: for the urban localr; bodies.-in Orissa. - It has 
:also. been calculated... bY, the -. Orissa. Fea Finance 


ar 


point “turnover tax. and an it is done, ‘the administrative 
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arrangements for collection and supervision of octroi should 
be streamlined. There should be also additional levy of taxes 
like (i) a show tax (ii) advertisement tax (iii) surcharge on 
consumption of electric energies, and (iv) duty on transfer of 
property and surcharge on stamp duty by all the munici- 
palities. 


Government grants should be of two kinds, Viz. a 
general purpose grant and a specific grant. The former should 
be on the basis of a rational per capita rate. The latter should 
be to execute special projects, For releasing the funds the 
performance of the loca! body regarding levy and:.collection of 
taxes, economy in rendering services and encroachment shoutd 
be taken in to consideration. General purpose grant should be 
based upon population ang incentive, Genera! purpose grants 
and specific grants should not be less than Rs.10 and Rs.5 per 
capita. The policy, programme and provision of Five Year 
Plans should be known to loca! bodies. General purpose 
grant on the basis of population and specific grants on the 
basis of performance of the local bodies on a standard mark- 
ing system should be adopted. Entertainment tax grant should 
be given, varying between 50 to 80%, depending on the class 
of local bodies. Similarly grants for water supply and drainage 
should be given varying between 70 to 90% of the cost 
based on the class of the local body in question. ‘‘Grants are 
a means of inter-governmental co-operation and coordination” 
and they ‘‘aim to promote good house keeping in local autho- 
rities’’, It is, therefore, necessary to develop a suitable grants- 
in-aid code on a detailed examination of the needs of the 
municipalities and their available resources. Capital financing 
for schemes like slum clearance or urban water supply or 
construction of municipal roads should preferably be financed 
-by an Urban Development Finance Corporation which should 
float bonds in the market: as is done in- Kerala. Municipal 
business undertakings for profit have been:tried in certain 
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urban local bodies in Orissa but they have not proved a profi- 
table venture. The managment of such remunerative schemes 
poses insurmountable difficulties and, therefore, unless some 
simple, easy to manage, economically viable schemes like 
city motor transport or petrol pumps or houses for marketing 
etc. are started by enterprising municipalities, these may not 
be undertaken at all. 


Lastly, the question of adequacy of municipal financ- 
ial resources goes beyond the problem of delimitition of 
municipal tax field and enters into intricate areas of assigned 
taxes, tax-sharing, grants-in-aid and running of business 
enterprises and other such problems which should be constan- 
tly examined by a Local Finance Commission at the state 
level from time to time. 
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CHAPTER 20 


TRENDS IN EXPORTS AND IMPORTS 
OF ORISSA 


I. A Retrospect 


There are ample historical evidences to show that 
Orissa, alias Kalinga, had a glorious part in foreign trade. It 
had a number of sea ports like Balasore, Paradip, Puri and 
Gopalpur in the past when the enterprising sea-farers from 
this part of the country had their busy overseas activities 
extended to China, Ceylon, the Far East and even up to 
Europe. Numerous historical records reveal that Kalinga 
in those good old days used to export small ships, boats, 
rice, cotton cloth and other misceifaneous merchandise. In 
course of time, Orissa lust its primacy in foreign trade when 
it passed into the hands of foreign masters and her maritime 
‘shipping was gradually captured by Western Powers. 


Orissa, well-known for its rich mineral resources, is 
.Most appropriately known as the Ruhr of india. Tne state 
enjoys a pride of place in the Indian economy by virtue of 
its rich deposits of mineral resources, vast tracts of forest, a 
huge coast line of nearly 480 k.m.. and its surplus water and 
‘power resources. Notwithstanding the unique position the 
state has in-terms of geographical resource endowments and 
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potential for economic dovelonmant, it is an irony of fate that 
Orissa is today reckoned to be one of the poorest regions of 
India. At 1920-61 prices the per canita income of the state 
is estimated at Rs. 276-00 in 1975-76 as against the ali-india 
average of Rs, 363.03 and this gap is widening over time. 
The average per ca>ita expenditure of the rural people in the 
state in real terms was the lowest in 1961-52. It is ess 2ntially 
a rural state with more than 90 r.c. people living in rural 
areas and its economy still continues to be a monolithic 
structure with the prenondvrance of subsistance ‘agriculture 
even alter three decades of nlanning. Agriculture is the 
single largest sector contributing nearly 60 p. c. of the total 
state income in 1975-75, the share of mining and manufac- 
turing, trade, commerce, transport and communication being 
15 p.c. and 8 p.c. respectively, The state income oy 
industrial origin clearly reflects the fact that Orissa’s economy 
lacks diversification and is not broad-based and mature 
enough for an optimal pattern of trade and crowth., With a 
vast majority of population of the state deriving their liveli- 
hood from agriculture and other primitive occupations, there 
is very little industrial activity in the state. Trade as an engjqine 
of economic growth and a means of improved aliucation of 
resources is a well known fact, and Orissa has hardly enjoyed 
this type of an ¢ xport-led growth in the past in view of certain 
structural deficiencies. The structural factors inhibiting a 
rapid expansion of trade and economic growth of the state 
are the low level of state income per capita, low rate of 
investment and capita! formation, a nascent industrial and a 
stagnant agricultural sector, lack of an effective resource 
mobilisation, a relatively weak spread-effect and strong back- 
wash efiect of the all-india rate of economic growth. 


Ir. Inter-regional and International Trade 


The term ‘nation’ and ‘region’ are used interchange- 
ably forthe purpose of trade and allocation of productive 
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resources. What differentiates the econcmic transactions 
that take place beiween cour:tries and those between regions 
within a country ? Haber:er points out that there exists no 
dichotomy between ‘general’ and'international economics’ and 
in this connection he observes: “Strictly speaking, it is neither 
possible nor essential to draw a sharp distinction between 
the problems of fore'gn and domestic trade’’. The distinction 
between international and inter-regional trade was upheld 
by the Classicists for their real cost theory of value. In terms 
of the classical labour-cost theory of value, it was necessary 
to draw such a distinction in as much as labour lacked both 
occupational! and geographical mobility between natiors while 
it was assumed to be perfectly mobile within a country. In 
reality, the factors of production can neither be said to be 
perfectly immobile between nations nyr can they be said to be 
perfectly mobile within a country. An analysis of the alleged 
peculiarities of foreign trade reveals that the difference 
between the two is a matter of mere degree rather than 
qualitative. The classicai distinction in thts regard was dis- 
missed by Berti! Ohlin in his celebrated work ‘Interregional 
and Internationa! Trade’ published in 1933. Ohlin claimed 
that he had broken sharply from his classical predecessors by 
re-writing the theory of international trade in terms of a multi- 
ple-market theory of pricing. By placing international trade 
within the framework of Walrasian and Casselian genera! 
equilibrium theory of value, Ohlin could manage to dispense 
with the classical distinction between international and inter- 
regional trade. In his refinement of the classical doctrine, Ohlin 
had demonstrated that the basis for trade, whether national 
or international, remains the same and that the same principle 
governed both types of trade. This is, however, not to deny 
that there exist some differences between the national and 
international economic activities. The arguments of H-O 
theorem of trade rest on the proposition that a country (ora 
region) will export (import) that commodity which uses its 
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abundant (scarce) factor more intensively. Thus Ohlin 
argues : 


“The first condition of tradz is that some goods can 
be produced more cheanly in one region than in anotner. In 
each of them the chean goods are those containing relatively 
great quantities of the factors cheaper than in the other 
regions. These cheap goods make up exports, whereas goods 
which can be produced moure cheaply in the other regions are 
imported. We'may say, therefore, that exports are in each 
region composed of articles into the production of which 
enter large quantities of cheap factors.” 


The whole purpose of the foregoing discussion is to 
appreciate and assess Orissa’s trading position both in the 
past and in the future. The state has trade relationship not-only 
with the rest of India but also with some parts of tne globe, 
So far as the latter aspect of its trade relationship is concerned, 
it may be borne in mind that Orissa being a rgion of India has 
no independent jurisdiction. Orissa’s exports to outside world 
are routed through the Central Government and constitute a 
part of the national exports. Though the state derives export 
revenue from the export of certain products like. marine fishe- 
ries, mineral ores, cashew kernels, de-oiled rice bran, timber 
and etc, to countries outside india, yet the export price policy 
remains in the hands of the Central Government. The onilv 
excention to this is the export of iron and steel from the Hindu. 
sthan Steel, Rourkela, where the export receipt goes to Govern. 
ment of India. It is now obvious that Orissa cannot pursue 
economic policies in respect of its trade and development to- 
tally independent of the Central Government. Ali such policy 
decisions must be in ‘conformity with the national economic 
policies and broad socio-economic goals of the country. ihe 
study of Orissa’s trade thus ‘essentially pertains to the sphere 
of inter-regional trade. 
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If, Trend in Orissa’s Exports and imports 


Statistics relating to the export and import trade of Orissa 
are in a highly unsatisfactory state, although at the national 
level! there is a fair degree of accuracy and precision in 
respect of the compilation of foreign trade data. Some data in 
this regard are available with the Bureau of Statistics and 
Economics, Government of Orissa, Orissa’s export and import 
data published in the Statistical Abstract of Orissa, 1977 
pertain to the years between 1962-6 and 197?2-73 and 
include the movement of merchandise only by rail and inland 
steamers. These data on exports and imports, as they anpear 
in the said Abstract, obviously give a partial picture of Orissa’s 
trading position in view of the followtng omissions : 


i) In the first place, there is the exclusion of export 
and import of merchandise by road transport; 


ii) Secondly, it ignores the ‘trade in invisibles like 
tourism, emigrants, remittances, receipt (or payment) of 
interest, dividends and royalities etc. ; and 

iii) Lastly, there is the conspicuous omission of inter-state 
transfers of capital. Such inter-state movements of investiole 
funds have serious implications for a region's development, 
More specifically, we have to seo whether the deposit accrued 
through the banks in Orissa are mobilised for purposes of 
capital formation in the state or not, “whether there is a net 
inflow of capital trom outside the state for investment and 
capital formation in the state. Unlike those of the international 
capital transfers, the inter-state movements of caoital may 
not have a balance of payments implication but they do have 
development effects. 

Needless to say, one requires systematic and 
comprehensive data with regard to export] and import of 
merchandise, services, capital, both official and private, for 
an optimal solution of trade and development pattern of a 
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region. Some difficulties in the compilation of such data 
would obviously appear as there are no customs barriers for 
recording inter-state movement of goods and services, We 
can partly overcome this difficulty by collecting the data on 
merchandise inovement by road from various check-gates in 
the state; for data on tourism in the state one has to approach 
the hotel industry. Similariy the data on inter-state capital 
movements may be hau from the banking source as well as 
from the corporate sector. trom my discussion with the 
Director of Bureau of Statistics and Eccnomics, Government 
of Orissa, | came 10 learn that the Buieau at present does 
not have a separate wing tor compiiation of trade figures of 
Orissa and the published data in ttie said Abstract are 
derived from a second hand source; the origina! source being 
the General of Central tnteiligence and Statistics 
(D. G. C. I. S.), Calcutta. In the ubsence of such compre- 
data, the net contribution of the trade sector to the 
formation of state income is not being properly estimated. 
Furthermore, the meagre data on Orissa’s trade, as available 
in the said Abstract have not bven calcuiated in value terms 
and as such, they do not serve much useful economic 
purpose. The data limitations prevent a researcher from 
calculating the value of trade as a -percentage of state 
income and the value of exports or imports as percentages 
of state income, which could serve as useful indicators 
of economic progress of Orissa. Similarly, the trend rates of 
growth of Orissa’s exports and imports over a number of 
years and their classification by products could serve a 
useful economic purpose in so far as it would refiect the 
structural changes in the economy over time. 


One important source of data on Orissa’s exports and 
imports is, however, found in a publication titled “Distributive 
Trade in Orissa, 1969-70", The State Bureau of Statistics 
and Economics had undertaken a survey of distributive trade 
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in Orissa in 1970-71 atthe instance of the Central Govern- 
ment with the object of filling up the gap in statistical 
information regarding th3 value of commodity trade, fixed 
assets, working capital, the number of perscns emploved, 
and their wages and salaries in distributive trade, The 
relevant data collected pertain to the ysar 1969-70. The 
‘ necessary data were collected from the registered wholesale 
traders and commission agents on a sampling basis. Though 
important and informative in certain respects, the said 
publication gives scanty information on Or:issa’s exnorts and 
imports. All the items of imports and exports have been 
classified into 7 turnover ranges and not sommodity 
groupwise, as have been spelt out in Tables-20 & 21 of the 
said report. Except for two important information, viz,, the 
value of Orissa’s exports and imports and the direction of 
inter-state trade, the survey does not indicate the composi- 
tion of trade. The total value of imports into Orissa from 
only 7 states was estimated at Rs, 16.81 crores and that for 
export to 7 states was estimated at Rs, 15.67 crores. These 
cannot be taken to be the actual value of total imports and 
exports as the data are sample data. 


Another source of data for Orissa’s trade is the 
Export Promotion Organisation of the State Government, 
which is concerned not with inter-state inland but with 
overseas trade. The said organisation conducted an export 
potential survey for the state of Orissa in 1970 in coltabora- 
tion with the Indian Institute of Foreign Trade to explore the 
possibitities for promoting the state's overseas exports. 


From the available data, it appears that Orissa 
continues to be predominantly an exporter of primary goods 
like agricultural products and mineral ores. All the current 
exports of Orissa may be broadly classified into (a) the 
traditional items of exports, and (b) the new exports. 
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The traditional exports comprise agricultural products 
including those of the forestry and animal husbandry. As 
shown ir Table-1, these include various types of foodgrain 
items, livestock, raw cotton, cotton twist, dried fruits, raw 
hides and skin, bones, raw jute, lac & shellac, timber, oil 
seeds, vegetable oil, oil cake, tobacco, sugar, Khandsari, gur 
& molasses. 


Table-1 reveals that some of the principal items of 
traditional exports of the state are rice, jute, wood & timber 
and there has been an appreciable increase in their volumes 
over a span of 8 years. One estimate shows that the total 
value of traditional! exports of Orissa increased from Rs. 3 
crores in 1974-75 to Rs.4 crores in 1976-77. Other items 
of traditional exports of Orissa comprise the handioom and 
cottage industry products. which are nominal in relation to the 
total exnorts of the state. In value terms these exports 
increased ‘from Rs, 40 lakhs in 1975-76 to Rs. 84 [lakhs in 
1976-77, The export of mineral ores constitute by far the 
most important items of traditional exports of the state and 
those are coal, iron ore, manganese, lime & limestones. The 
value of mineral exports is reported to have sharply increased 
from Rs. 22 crores in 1974-75 to Rs. 47 crores in 1976-77, 


The new exports of Orissa comprise a number of 
metallic products, engineering goods, chemicals, and cement, 
Metallic exports include iron & steel, steel bars, foundry pro- 
ducts, ferro-chrome, ferro-silicon, ferro-manganese and etc. 
These exports registered a significant increase in value from 
Rs. 3 crores in 1974-75 to Rs. 8 crores in 1976-77. 


Another important aspect of .Orissa‘s export trade is its 
contribution to India’s overseas trade. A!l such exports of 
the state during 1968-69 were estimated at Rs. 17.4 crores as 
against Rs, 1360 crores from the country and this constituted 
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approximately 1.3 p.c. of the total nationa!l exports. Principal 
among such exports are iron ore (Rs. 7 crores), chromite ore 
(Rs. 2.6 crores), pig iron (Rs. 2.3 crores), manganese ore 
(Rs. 1.6 crores), steel pipes (Rs. 1.5 crores) and these taken 
together accounted for nearly 85 per cent of the total 
estimated overseas exports from the state in 1968-69. Besides 
a few agricultural and forest products like cashew, deoiled, 
rice bran, and timber do also feature prominently in the export 
list along with the marine products. Fhe state government 
has commissioned a Directorate of Export Promotion since 
1966, which works towards inttiation of various export 
promotion programme in the state. 


The total value of both traditional and non-traditional 
exports from Orissa is estimated to have increased from Rs. 29 
crores in 1974-75 to Rs. 60 crores in 1976-77, more than cent 
per cent increase in a two-year period. Export as percentage 
of state income comes somewhere around 10 p.c., which 
means 10 p.c. of state income is derived from exports. An 
analysis of the export structure clearly reveals that exports 
from the state have been predominantly confined to various 
industrial raw materials and rice and these taken -together 
account for nearly four-fifths of total exports. Orissa still con- 
tinues to be an exporter of primary products and as such, 
suffers, from all the handicaps of a primary exporter. For 
example, the Orissa Mining Corporation has sustained a loss 
of about Rs. 1.3 crores on account of the export of iron ore in 
1978-79 as the M.M.D.C, of India had knocked down the 
price from Rs. 78,75 to Rs.63,35 per ton of iron ore. For 1979. 
80 such loss is estimated at Rs. 1.46 crores. The monopsoni- 
stic purchase of mineral ores from Orissa by the M.M.D.C.. 
has resulted in a loss of export revenue for the state. This is 
a glaring example of a deterioration in the commodity terms 
of trade for a primary producing region like Orissa. The struc- 


ture of Orissa’s exports clearly reveal the low level of the 
state's economic attainment. 
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Selected items of Orissa's Imports by Rail & Inland Steamers 


I. 


roan 


between 1963-64 and 1971-72. 


Agricultural and Allied Products : :| 1963-64 


(M.T.) 
i. Foodgrains, pulses, and flour + 
Rice 13.335 
Wheat & wheat flour 72,321 
Maize’ 117 
Gram & gram products 6,988 
Pulses other than gram & gram 
products 12.257 
ii, Fruits dried 1,969 


iil, Oil seeds (Castor, cotton, ground- I 
nut, linseed, rap seed, mustard & till) 558 


iv. Oil cakes 1.984 
v. Tobacco 613 
vi. Tea 246 
vii, Sugar including khandsari, gur & 
molasses 12.825 ` 

viii. Wood & timber 13,314 
ix. Raw cotton, cotton twist & yarn 5,548 
x Cotton piece goods 820 
xi. Hides & skin 13 
xii, Jute & jute manufactures 3,828 
xiii, Livestock in Nos. 1,414 
Chemicals : 
i. Glass 1.210 
ii Salt §4,991 
Minerals/OCres & metallurgical 
ର : 

& limestones 1.58,026 

. Manganese ore 25.202 
iii, Coal 19 “8 973 
iv. Kerosene oil 33.189 
v. Iron & stesl bar 2.10.880 


Source : Statistical Abstract of Orissa, 1973, 


Statistics & Economics, 1977, p. 241-46. 


1971-72 
(M.T.) 


30,422 
2,19,902 
175 
17,953 


51,538 
582 


6.404 
5.210 
2.429 

426 


64.025 
9,057 
6,445 

760 
57 
9,449 
8.973 


1,4/9 
1,75,588 


,95,653 
ଆ ,ଓ25 
23,35 274 
70,918 
2,08,200 


Bureau of 
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The imports of Orissa comprise agricultural goods 
including foodgrains, industrial manufactures, and a few 
machineries and industrial raw materiais. In the absence of 
widespread industrialisation in the stato, the last category of 
imports is presumed to be quite nominal in the total imports. 
The data regarding Orissa’s imports are equally unsatisfactory 
like exports as the D.G.C.1.S. is at present the only souice of 
such data. 


With minor variation apart, the list of Orissa’s imports, 
as shown in Table-2, does not include its imports of manu- 
factures, industrial raw materials and machineries On the 
other hand, there has been a phenomenal increase in the 
import of some of the foodgrain items and minerals between 
1963-64 and 1971-72. 


IV. Export Prospects for Orissa 


It is an irony of fate that Orissa continues to be a land 
of misery all around in the midst of plenty. The choice of an 
appropriate strategy of trace and development for the state 
should be made in accordance with its structural characteri- 
stics and broad socio-economic goals. The existence of rich 
mineral! reserves dictates the development policy and shapes 
the pattern of trade and development, in this case the policy 
makers have no choice of a strategy but to accept the strategy 
of export promotion. Orissa is traditionally considered to be 
a foou surplus state, which turns out a limited marketable 
surplus of rice. The present practice of monopoly procure- 
ment of rice by the F,C.1, does not seem to be conducive to 
capital formation and development of Orissa’s agriculture, for 
the prevailing procurement price falls below the open market 
price. Thereby, Crissa loses a potential surplus of rice produ- 
ction and trade. In this age of H.Y. varieties with increasing 
cost of agricultural inputs like irrigation, fertilizer and pesti- 
cides, trade should not act as a deterrent on production. As 
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cited earlier, the practice of monopsony buying of mineral 
ores from the state by the M. M. T.C. has acted as a positive 
hindrance to state’s economic growth through trade. 


In the historical dynamism of growth, one finds a mutual! 
correlation between trade and development, It is not only true 
to say that the growth of trade and commerce follows from 
the development of a country’s basic sectors like agriculture, 
mining, manufacturing, transport and communication, but 
also it is equally important to visualise a situation when trade 
and commerce may be the prime movers of economic growth. 
{n Orissa’s case neither of these two conditions holds good; 
instead, the relative stagnation of the state's econoiny has 
been couvied with a low volume of trades during the plan 
period. 


With its resource-endowment, Orissa holds immense 
possibilities for export promotion. Being rich in mineral 
resources and surplus in power, the progress made by the 
state in the field of industrialisation has not been commensu- 
rate with its resource endowment. In the planning of an 
industrial complex for the state, account should be taken of 
the various mineral resources available. The setting up of 
numerous engineering, metallurgical and chemical industries 
based upon the state’s resource potential will not only make 
a saving in the state's imports but also add to its exportables, 
A rapid development of small-scale and village-level industries 
is imperative in the present context both for providing gainful 
employment opportunities to the unemployed and under- 
employed labour force and also for enlarging the export 
potential of the state. This sector should comprise the 
development and production of a wide spectrum of goods 
based upon the available resource-base., Quite a good 
number of indigenous skills like weaving designs, mat- 
making, palm-leaf products, ‘coir products, horn and filigree 
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works, etc., are available in the state, which can be 
harnessed in the small-scale sector. Here comes the problem 
of innovation of new products as well as identification of 
markets for various products at regional and international 
level. This require pre-market surveys and a study of 
comparative costs and the elasticities of demand for various 
products at the main markets. 


The hitherto stagnant agricultural sector in Orissa has 
been a drag on the growth of trade. The production of rice. 
has not been commercially viable, as is evident from the 
following observation; “the poor extension ot H. Y: varieties 
and the equally poor use of fertilizers in the state are reflected 
in the low levels of per acre yield. The per area yield of rice 
in the state is the lowest in India even under irrigation.” 
Agriculture being the dominant sector of the state economy 
at present, it should be’ the preferred-route of development 
and agricultura! production should to be diversified for 
purposes of promoting exports. Next comes the development 
of forest resources in the state. At present, forestry and logg- 
ing contribute marginaily to the state income, the share being 
Rs. 63.4 crores in a total! of Rs. 1250 crores in 1975-76. 
Besides timber, and bamboos, tne export of other forest 
products like cashew kernel, mulberry, silk worm cocoons, 
sal seeds, mahua and honey should be encouraged. 


Fishery and pisciculture form another export possi- 
bility for the state. The contribution of fisheries to the state 
income was hardly Rs 11 crores in 1975-76, as against the 
fact that Orissa has a coast line of nearly 480 k.m. and the 
off-shore and in-shore fishing areas extend to about 18,000 
sq. k.m. There is a growing demand for fishery products both 
inside and outside the countay. Development of both inshore 
pisciculture as well as deep sea fishing will significantly 
increase the state’s export of fish and fish products, 

ooo 
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